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1 Filed Jnl 14 1948 Board of Tax Appeals 
for the District of Columbia 

BOARD OF TAX APPEALS FOR THE 
DISTRICT OF COLUMBIA 
Docket No. 1103 

RIGGS DEVELOPMENT COMPANY, 
a corporation 

Petitioner 

VS. 

DISTRICT OF COLUMBIA, 

Respondent 

Petition 

The above named petitioner petitions for a reduction of 
an assessment of taxes against it and alleges as follows: 

1. The petitioner is a corporation of the State of Mary¬ 
land with its principal office at 817 - 9th Street, N. W., 
Washington, D. C. 

2. The tax in controversy is an income tax foT the fiscal 
year ended February 28, 1947 in the amount of $13,157.54, 
plus interest thereon, of which $13,050.42, plus interest 
thereon, is in dispute. 

3. The notice of assessment (statement of taxes due) 
was dated April 19,1948 and the tax of $13,157.54, plus in¬ 
terest thereon of $857.72 was paid by Petitioner under 
protest in writing on July 12, 1948, as will appear in the 
copy of the notice of assessment hereto attached as Exhibit 
A-l, Exhibit A-2, and Exhibit A-3. 

4. The assessment of the tax set forth on the notice of 
assessment is based upon the following errors: 

(a) The Respondent erred in increasing Petitioners 
net income by the amount of $258,821.22 for “Gain on sale 
of 71 houses”. 

(b) The Respondent erred in increasing Petitioners 
net income by the amount of $2,775.90 for “Gain on sale of 
20 lots”. 
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5. The facts upon which the Petitioner relies as the 
basis of this proceeding are as follows: 

(a) The Petitioner was organized tinder the laws 
2 of the State of Maryland on March 24,1943 and re¬ 
ports for tax purposes on the basis of a fiscal year 
ending February 28. 

(b) Shortly after organization the petitioner acquired 
a tract of land in the District of Columbia to be used as a 
site for the construction of individual unit houses for 
rental purposes to provide a source of rental income. Peti¬ 
tioner promptly proceeded to construct 71 houses on a por¬ 
tion of the tract of land acquired for that purpose. Upon 
completion, during the fiscal year ended February 28,1944, 
the houses were promptly rented to tenants. Rent income 
from these houses was reported by Petitioner for tax pur¬ 
poses as follows: 

Fiscal year ended February 28, 1944 $ 8,881.54 

Fiscal year ended February 28, 1945 $52,629.00 

Fiscal year ended February 28, 1946 $55,584.75 

Fiscal year ended February 28, 1947 $24,586.43 

(c) During the fiscal year ended February 28,1947, the 
Petitioner decided, because of unprecedented market con¬ 
ditions, to sell these 71 houses and this was done during 
that fiscal year, at a profit of $258,232.56. These houses 
were sold to individual purchasers. 

(d) In its income tax return filed for the fiscal year 
ended February 28,1947, the Petitioner reported as a capi¬ 
tal gain from the sale of these houses the amount of $258,- 
821.22 (subsequently revised to $258,232.56) as not being 
recognized in the computation of net income. 

(e) During the fiscal year ended February 28, 1947, 
the Petitioner decided, because of unprecedented market 
conditions* to dispose of the remaining 20 lots of the origi¬ 
nal tract of land acquired shortly after organization and 
on a portion of which it had previously constructed 71 
houses. 
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(f) The Petitioner concluded that the 20 lots referred 
to in paragraph 5(e) could be most profitably disposed of 

by building 20 houses thereon and selling the houses. 
3 These houses were built and sold in the fiscal year 
ended February 28,1947. 

(g) .In its income tax return filed for the fiscal year 
ended February 28, 1947, the Petitioner reported as a 
capital gain attributable to the sale of the land, the amount 
of $2,775.90 (the gain attributable to the sale of the 20 
houses exclusive of the land being reported as taxable in¬ 
come). 

(h) The amount of capital gain, as referred to in para¬ 
graph 5(g) was computed by petitioner as follows: 

Gross selling price of 20 houses, 
including land $242,603.15 

Assessed value: 

Land $ 6,585.00— 5.1052% 

Improvements $122,400.00 — 94.8948% 

Portion of gross selling price allocated 
to land, 5.1052% of $242,603.15 $ 12,385.38 

Cost of land 9,609.48 


Gain on sale of land 


$ 2,775.90 


(i) The Petitioner was not engaged in the real estate 
business and the real estate referred to herein was acquired 
and held for investment purposes solely. 

WHEREFORE, the Petitioner prays that this Board 
may hear the proceeding, and: 

1. Reduce by $13,050.42 the deficiency assessed and or¬ 
der a refund to Petitioner of $13,050.42, with interest paid 
thereon, together with interest on such overpayment from 
the date of payment. 

2. Grant such other and further relief as the Board may 
deem proper. 

The Riggs Development Company 
By Nathan Levin 
Nathan Levin, Secretary 
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Jacob N. Halper 
Jacob N. Halper 
1511K Street, N.W. 

Washington, D. C. 

Chas. Kershenbanm 
Charles Kershenbanm 
Southern Building 
Washington, D. C. 

Attorneys for Petitioner 

4 GOVERNMENT OF THE DISTRICT OF 

COLUMBIA 

OFFICE OF THE ASSESSOR 


INCOME AND FRANCHISE TAX DIVISION 
DISTRICT BUILDING 
14th and E STREETS, N.W. 
WASHINGTON 4, D. C. 

REGISTERED LETTER 

RETURN RECEIPT REQUESTED February 20,1948 

Re: File #5588 

Riggs Development Co. 

817 - 9th Street, N. W. 

Washington, D. C. 

Gentlemen: 

The examination by this office of your income and/or 
franchise tax return(s) for the year(s) ended February 28, 
1947 indicates that the adjustment of your tax liability, as 
shown in the accompanying statement, is warranted. 

IF YOU AGREE to the adjustment in tax as shown in 
the accompanying statement, the enclosed form of waiver 
should be executed and forwarded to this office promptly, 
in order to permit the early assessment of the additional 
tax and to stop the accumulation of interest. Interest will 
cease, as of date of assessment, upon payment of amount 
due to the Collector of Taxes, D. C., within ten (10) days 
from date of assessment. 
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IF YOU DO NOT AGREE to the proposed adjustment, 
you may file a protest with this office, within thirty (30) 
days from the date of this letter, stating the grounds for 
your exceptions. Any protest so filed will have careful con¬ 
sideration and, if you so request, an opportunity for a hear¬ 
ing in this office will be granted you prior to final determi¬ 
nation of any deficiency in tax against you. 

Should you fail to file either the enclosed form of waiver 
or a written protest with this office within the thirty-day 
period mentioned, final determination of your tax liability 
will be made and notice and demand will be sent you in 
accordance with the provisions of law applicable to the as¬ 
sessment and collection of income and/or franchise tax 
deficiencies. 

Yours very truly, 

/s/ A. F. Brooke 
A. F. Brooke 
Assistant Administrator 
Income and Franchise Tax Division 

Enclosures: 

Statement. 

Form of Waiver. 


6 Riggs Development Co. 

817 - 9th Street, N. W. 
Washington, D. C. 

Year Ended February 28,1947 

Net income reported 
Add: Gain on sale of 71 houses 
Estimated costs of recon¬ 
ditioning 

Gain on sale of 20 lots 
Estimated cost of con¬ 
struction of 20 houses 


$258,821.22 

1,000.00 

2,775.90 

10,000.00 


$10,689.84 


272,597.12 


Adjusted net income 


$283,286.96 



$14,164.35 

534.49 


Tax @ 5% 

Less tax reported 

Deficiency $13,629.86 

It is the opinion of this office that these houses and lots 
were held primarily for sale to customers in the ordinary 
course of trade or business. 

7 Biggs Development Company 

817 - 9th Street, N. W. 

Washington, D. C. 

Year Ended February 28,1947 

Adjusted net income, per notice of 
deficiency dated February 20,1948 $283,286.96 

Less: Per notice of protest dated 
March 16,1948 — 

Cost of reconditioning $1,588.66 

Cost of construction of 20 
houses 7,857.64 9,446.30 


Be vised adjusted net income 
Tax (2) 5% 

Less tax reported 


$273,840.66 

$13,692.03 

534.49 


Deficiency 


$13,157.54 
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8 Fiscal year ended 2-28-47 Exhibit A-3 

1946 — INCOME TAX —1946 
GOVERNMENT OF THE DISTRICT OF COLUMBIA 

OFFICE OF THE ASSESSOR, D. C. 

Deficiency X Date of Assessment 4-19-48 Credit 

1947 

Levy 

Riggs Development Co. 

817 9th Street, N. W. 

City 7H 2960 

Total Tax 
X 13J.57.54 
• 666.53 

• Interest from 6-15-47 to 
4-19-48 @ 6% per annum 

Payment Due 
13024.07 

Interest on payment dne at the rate of 6% per ammim mnst 
be added if not paid on or before 4-29-48 
Interest at rate of 6% per annum 

from 4-19-48 to 7-12-48 191J.9 

Total Payment Dne 14,015 J26 

Credit: 9020 Income Tax 

Send remittance with both copies of this notice to the 
COLLECTOR OF TAXES, D. C., payable to his order. 

If receipt is desired, enclose stamped self addressed en¬ 
velope. 

JTJL 12 - 48 060 E — Chk 14,015.26 
PAID — Guy Pearson, Collector of Taxes, D. C. 

• • • • 

9 Filed Nov 23 1948 Board of Tax Appeals 

for the District of Columbia 

Appeal from assessment of deficiency in income tax for 
fiscal year ended February 28,1947. 
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Findings of Fact and Conclusions of Law 
' Findings of Fact 

1. Petitioner, Riggs Development Company, a Mary¬ 
land corporation, was organized March 24,1943. 

2. Its capital stock consisted of 1,000 shares of the par 
value of $10 each. By its charter it was authorized, among 
other things, to engage in the general real estate business, 
to purchase, acquire, hold, build, construct, improve, sell, 
convey, assign, release, mortgage, incumber, lease, hire and 
deal in real and personal property of whatever name and 
nature. 

3. On May 25, 1943, pursuant to a contract be¬ 
tween other parties dated February 24, 1943 and assigned 
to petitioner March 12, 1943, petitioner acquired a tract 
of vacant land in the District of Columbia. 

4. Under a priorities system then being administered 
by the War Production Board by reason of the war emer¬ 
gency then existing, in order to obtain the priorities neces¬ 
sary for petitioner to obtain the required building ma¬ 
terials, and to obtain permanent financing through the Fed¬ 
eral Housing Administration, petitioner agreed with the 
War Production Board and the Federal Housing Adminis¬ 
tration that the dwellings would be designed for rental and 
retained for the duration of the emergency as rental prop¬ 
erty at a rental fixed by the War Production Board. 

10 5. The tract was sub-divided into 96 lots, and 

shortly before July 1, 1943 petitioner proceeded to 
erect 71 single-family dwelling houses thereon. At that 
time they were unable to obtain the priorities necessary for 
construction on the remaining lots. 

6. Thirty-two of these houses were completed shortly 
prior to January 17, 1944, and thirty-nine thereof were 
completed shortly prior to March 17,1944. On those dates 
petitioner obtained a loan of $5400 on each of thfem, sepa¬ 
rately secured by deeds of trust on each, each note bear¬ 
ing interest at the rate of 4-%% per annum, and payable 
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in monthly installments, including principal and interest, of 
$30.01. 

On February 2, 1944 petitioner had leased to the Gov¬ 
ernment Purchasing Commission of the Soviet Union in 
the U. S. A., a Maryland corporation, for occupancy by 
employees of the Commission, 10 of the houses for a term 
of 28 months from February 5, 1944; 10 thereof for a 
term of 23 months beginning February 14, 1944, and 10 
thereof for a term of 20 months beginning March 1, 1944. 
The monthly rentals of these houses were $65 in some 
cases, and $62.50 in the remainder thereof, with an abate¬ 
ment of rental for such portion of the time as would elapse 
before completion of construction. By supplemental agree¬ 
ment of November 2,1945, the terms of the lease as to cer¬ 
tain of the dwellings were shortened so as to make them 
expire on October 31,1945, or November 15,1945. 

As the remaining houses were completed, they were 
leased to various tenants, in nearly all cases for one-year 
terms, at like rentals. 

The results of these rentals were as follows: 

Fiscal year 

ended February 28, 

1944 Loss $2,646.99 

1945 ” 2,821.70 

1946 ” 5,796.71 

11 7. In the latter part of 1946, petitioner erected 

individual dwelling houses on the remaining 20 lots. 
These were completed during the period from September 
25, 1946 to December 4, 1946, and were sold to individual 
purchasers as fast as they were completed. 

8. The restrictions imposed by the War Production 
Board and subject to which petitioner had constructed 
these houses, were removed on October 15, 1945, and the 
Servicemen’s Readjustment Act of 1924, (58 Stat. 284 ; 38 
U. S. C. Chap. 11 c) (popularly known as the “G. I. Bill of 
Rights’’) facilitating the financing of homes purchased 


11 


by veterans, was liberalized by the Act of December 28, 
1945, (59 Stat. 628 ; 38 U. S. C. 694-a), thereby facilitating 
the financing and purchasing of homes by veterans, pro¬ 
vided that the price paid or to be paid did not exceed the 
value thereof, as determined by an appraiser designated 
by the Administrator of the Veterans Administration. On 
June 3,1946, the Board of Directors, by resolution, author¬ 
ized its president and the secretary to sell petitioner’s real 
property for the best price obtainable, upon such terms 
and conditions as they should deem for the best interests 
of petitioner, and to consummate such sales by delivery 
of deeds of conveyance. Pursuant to this resolution, all 
of these houses were sold to individual purchasers between 
July 9, 1946 and October 21, 1946. Petitioner had no sales 
force or sales facilities, and all of its sales were negotiated 
by Colonial Investment Corporation, an affiliate, as its 
agent. 

9. From the time of its organization to and including 
the fiscal year ended February 28, 1947, petitioner was 
not engaged in any activity except the acquisition, con¬ 
struction, rentals and ssfles hereinbefore referred to, and 
the financing thereof and other activities incident thereto, 
and the acquisition during 1945 of $73,624.50 of notes and 
accounts receivable. 

12 10. Petitioner’s gain from the sale of the entire 

91 properties was $282,976.07. There was no evi¬ 
dence as to the method or purpose of such acquisition. 

11. In its income-tax return for the fiscal year ended 
February 28, 1947, petitioner reported the gain on the 
sales as a gain on the sale of capital assets, and did not 
include it in its computation of taxable income, except as 
to $19,825.25 gain on the 20 houses, not including the lots 
whereon they stood. The Assessor held that the houses 
and all the lots were held primarily for sale to customers 
in the ordinary course of trade or business; recomputed 
petitioner’s net income by adding thereto the sum of 
$263,150.82, and on April 19,1948 made a deficiency assess- 
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ment by reason thereof of $13,157.54. On July 12, 1948, 
petitioner paid the amount of the deficiency, plus $857.72 
interest, a total of $14,015.26. On July 14, 1948, peti¬ 
tioner appealed from $13,050.42 of the assessment, upon 
the ground that the income received by it from the sale 
of the 71 properties, and the lots whereon the 20 houses 
stood, resulted from the sale of capital assets within the 
meaning of the District of Columbia Income Tax Act. 
There was no evidence at the hearing from which the gain 
on the sale of the last-mentioned lots, as distinguished 
from that on the sale of the lots and houses combined 
could be determined. 

12. The properties sold by petitioner during the fiscal 
year ended February 28, 1947, were, at and prior to the 
times of the sales thereof, held by petitioner primarily 
for sale to customers in the ordinary course of its trade 
or business. 

Conclusions of Law 

L The sales of petitioner’s properties were not sales of 
capital assets within the meaning of Sec. 6(a) of the Dis¬ 
trict of Columbia Revenue Act of 1939, 53 Stat 1091 
(D. C. Code 1940 sec. 47-1506-a), and the gains from 
13 such sales were subject to the income tax imposed 
by the District of Columbia Revenue Act of 1939. 

2. The assessment appealed from should be affirmed. 

Decision will be entered for respondent. 

Lawrence Koenigsberger, 
Lawrence Koenigsberger, 
Member Sole, 

Board of Tax Appeals for 
the District of Columbia. 

• • • • 
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14 Filed Nov 23 1948 Board of Tax Appeals 

for the District of Columbia 

Memorandum 

The evidence in these cases was not such as to justify 
a finding as to the purposes for which the tracts of land 
upon which the houses were constructed by petitioners, 
were originally acquired. The evidence makes it dear 
that the buildings were erected thereon with the intention 
of holding and renting them during the period during 
which the wartime restrictions would be in force. The evi¬ 
dence is not sufficient to lead to a conclusion as to what 
the intentions of petitioners were in regard to continuing 
to hold or to sell the properties after the removal of these 
restrictions. 

These two points upon which there is not suffident evi¬ 
dence to base a finding, are not the controlling factors. 
While the purpose and method of acquisition of property 
has evidentiary value in the determination of the purpose 
for which it is held at the time of sale, it is not conclusive. 
The ultimate fact for determination is whether or not at 
and about the time of the sale the property was held 

15 primarily for sale to customers in the ordinary 
course of trade or business. The original idea in the 

acquisition of property may be abandoned HoUin v. United 
States, 57 F. Supp. 217. For example, where a taxpayer 
acquired real estate for the purpose of raising vegetables 
thereon and subsequently conveyed it for subdivision and 
sale, it was held to be not a capital asset, Richards v. Com¬ 
missioner, 81 F. (2d) 369; and where a taxpayer inherited 
a tract of land and sold it to an operator who sub-divided 
it into lots for sale and then defaulted, whereupon the 
taxpayer engaged a sales agent who sold a large number 
of lots in the course of several years, in order to liquidate 
the inheritance, the profits of these sales were held to be 
taxable as ordinary and not capital gains, Ehrrrum v. Com¬ 
missioner, 120 F. (2d) 607. 
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The Assessor of the District is directed by section 29(a) 
of the Revenue Act of 1939 (D. C. Code 1940 sec. 47-1529-a) 
to apply as far as practicable the administration and ju¬ 
dicial interpreations of the Federal income tax law. While 
the applicable portion of the District law is the same as 
the applicable portion of the Federal law, there are no 
Federal interpretations of the Federal law directly in point, 
and no rulings by the Federal authorities seem to have 
been made in similar situations up to this time, 482 CCH 
Standard Federal Tax Reports, par. 865.191. Cases more 
or less analogous and favoring the contentions here made 
by the petitioners are Phipps v. Commissioner, 54 F. (2d) 
469; Cullen v. United States, 57 F. Supp. 217; Fahs v. 
Crawford, 161 F. (2d) 315; Foran v. Commissioner, 165 
F. (2d) 705; Pope v. Commissioner, 77 F. (2d) 599; Slack, 
35 U. S. B. T. A. 271; Farley, 72 C 198. Cases more or less 
supporting the contention of the respondent are Gruver v. 
Commissioner, 142 F. (2d) 363; Oliver v. Commissioner, 
138 F. (2d) 910; Richards v. Commissioner, 81 F. (2d) 
369. 

16 There being no -binding Federal authority, in 
point, and the most nearly analogous cases not being 
reconcilable with each other, this decision gives effect of 
what seems to this Board to be the proper interpretation 
of the applicable local statutes, and holds that properties 
were not capital assets within the meaning of section 6(a) 
of the District of Columbia Revenue Act of 1939 (Code 
sec. 47-1506-a). 

At the time of the sale by Colonial Mortgage Corpora¬ 
tion of its properties in 1946, it was under obligation to 
make certain improvements with regard to sewer and 
water connections, and party walls. It set up a reserve 
of $50,000 for the cost of this work. The work was done 
in 1947, at a cost to that petitioner of $23,843.68. This 
latter amount should have been added to the cost of the 
properties in determining the gain on the sales, Birdneck 
Realty Corporation, 25 U. S. B. T. A. 1084; Cambria De¬ 
velopment Co., 34 U. S. 
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The assessment against Colonial Mortgage Corporation 
will be affirmed, except to the extent that it will be re¬ 
duced as the result of the increase in cost by the $23,843.68 
for improvements. 

The assessment against Riggs Development Company 
will be affirmed. 

Lawrence Koenigsberger, 
Lawrence Koenigsberger, 
Member Sole, 

Board of Tax Appeals for 
the District of Columbia 
• • • • 

17 Filed Nov 23 1948 Board of Tax Appeals 
for the District of Columbia 

Decision 

This proceeding came on to be heard upon the petition 
filed herein; and upon consideration thereof and of the evi¬ 
dence adduced at the hearing on said petition, it is, by the 
Board, this 23rd day of November, 1948, 

ADJUDGED AND DETERMINED, That the assess¬ 
ment of income tax against petitioner, Riggs Development 
Company, for the fiscal year ended February 28, 1947, 
herein appealed from, be, and it is hereby affirmed. 

Lawrence Koenigsberger, 
Lawrence Koenigsberger, 
Member Sole, 

Board of Tax Appeals for 
the District of Columbia. .. 

• • • • 
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18 Filed Dec 21 1948 Board of Tax Appeals 
for the District of Columbia 

Petition of Taxpayer for Review by the United States 
Court of Appeals for the District of Columbia of a 
Decision by the Board of Tax Appeals for the 
District of Columbia 

The taxpayer, the petitioner in this canse, by Jacob 
N. Halper and Charles Kershenbaum, counsel, hereby files 
its petition for review by the United States Court of 
Appeals for the District of Columbia Circuit of the de¬ 
cision of the Board of Tax Appeals for the District of 
Columbia rendered November 23, 1948, determining that 
an income tax was lawfully assessed against the petitioner 
by the Assessor of the District of Columbia and collected 
from it by the Collector of Taxes for the District of Co¬ 
lumbia for the fiscal year ended February 28, 1947, in the 
amount of $13,050.42. 

L 

The petitioner is a corporation organized under the 
laws of the State of Maryland and having its principal 
place of business in the District of Columbia. 


n. 


(a) The controversy involves the question of the 
proper interpretation of Section 6(a) of the District of 
Columbia Revenue Act of 1939 (Code Section 47-1506(a)) 
and the validity of the assessment and collection by the 
assessing and collecting authorities of the District of Co¬ 
lumbia of an income tax for the fiscal year ended Feb¬ 
ruary 28,1947. 

(b) The petitioner, upon its organization, ac- 
19 quired an unimproved tract of land which it im¬ 
mediately improved by the construction of seventy- 
one dwelling houses. Immediately upon completion in 1944 
the houses were rented. During the fiscal year ending 
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February 28, 1947, because of unprecedented market con¬ 
ditions, the petitioner decided to and did sell the seventy- 
one houses at a profit. On twenty lots, theretofore un¬ 
improved, the petitioner in 1946 erected and immediately 
sold twenty houses. Outside of the acquisition of the 
land, the construction of the buildings and the collection 
of rents, the petitioner engaged in no other activity until 
the final sale of its property. 

(c) In its income tax return filed for the fiscal year 
ending February 28, 1947, the petitioner reported the gain 
on the sale of the seventy-one houses and on the sale of 
the twenty lots as a capital- gain and, therefore, not recog¬ 
nizable in the computation of net income. The Assessor 
of the District of Columbia held that this gain was subject 
to an income tax since the property was held by the tax¬ 
payer for sale in the ordinary course of its trade or busi¬ 
ness,. and accordingly re-computed the petitioner’s net in¬ 
come, by treating the gain as income and thereupon made 
a deficiency assessment by reason thereof amounting to 
$13,050.42. Due notice thereof was given to petitioner. 
Petitioner paid the tax to the Collector of Taxes of the 
District of Columbia under protest in writing on July 12, 
1948 and appealed from said assessment to the Board of 
Tax Appeals. 

m. 

The petitioner being aggrieved by the findings of fact 
and conclusion of law contained in said findings and opin¬ 
ion of the Board of Tax Appeals, and by its decision 
entered in pursuance thereto desires to obtain a 
20 review thereof by the United States Court of Ap¬ 
peals for the District of Columbia Circuit. 

Jacob N. Halper 
Jacob N. Halper 

1511K Street, N. W. 

Washington, D. C. 
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Charles Kershenbamn 
Charles Kershenbamn 
Southern Building 
Washington, D. C. 

Counsel for Petitioner 
• • • • 

24 Michael J. Sweeney, 

called as a witness on behalf of the petitioner, having been 
duly sworn, was examined and testified as follows: 

Direct Examination 
BY MR. HALPER: 

Q State your full name. A Michael J. Sweeney. 

Q Mr. Sweeney, what is your employment? A I 
work for the District Title Insurance Company, the Title 
Insurance Department. 

• • • • 

25 Q Will you state from your record the date when 
this Riggs subdivision was acquired, stating the 

name and the grantor, the grantee, and the date of the 
covenant? 

• • • # 

A The deed from Brightwood Gardens, Inc., a Dela¬ 
ware corporation, to the Riggs Development Company, a 
Maryland corporation, was dated May 25, 1943, recorded 
June 1,1943 in Liber 7860, Folio 559. 

Q What is the description of the land? A Lot 40, 
square 3721, and subdivision made by Brightwood Gardens, 
Inc^ as per plat recorded in the District of Survey in 
Liber 117, Folio 26. Lots 66 to 80, both inclusive, in 
square 3732. Lots 63 to 73 inclusive, in square 3733. All 
are in the subdivision made by Brightwood Gardens, Inc., 
as per plat, recorded in the Assistant Surveyors Office in 
Liber 118 and Folio 113. Also lots 45 to 52, inclusive, in 
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square 3731. Lots 81 to 108, inclusive in square 

26 3732, and lots 80 to 112, inclusive, in square '3733, 
in the subdivision made by Brightwood Gardens, 

Inc., as per plat, recorded in the Assistant Surveyor’s 
Office. 

• • • '• 

Q Those deeds were recorded, of course. 

Now, do you have a record of the deeds of trust cover¬ 
ing the same property to secure a debt to the Shenandoah 
Life Insurance Company? 

# * • • 

A Permanent loans, completed properties. One in the 
amount of $172,800. 

• • * • 

A The grantor in each one of these trusts to be enum¬ 
erated is the Riggs Development Company, a Mary- 

27 land corporation. 

* • • • 

28 A Each of them are dated January 17, 1944, 
recorded January 26,1944. 

THE BOARD: How much was secured on each lot? 
THE WITNESS: $5,400. 

• • • • 

29 A The second loan is in the amount of: Total 
indebtedness, $210,600. 

• • • • 

A These trusts are dated March 17,1944, and recorded 
March 28,1944. 

• • # • 

31 Robert G. Weightman, 

called as a witness on behalf of the petitioner, having 
been duly sworn, was examined and testified as follows: 

• • • • 
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32 A I am the Assistant Treasurer and the account¬ 
ing officer for the firm. 

• * • • 

Q Mr. Weightman, I show you this paper and ask you 
to state the date and what it is. Just shortly, what 

34 does it represent? A The date is May 25, 1943, 
and it is the settlement sheet from the District Title 

Insurance Company, on the purchase of the land. 

• • • • 

Q The land we are speaking about? A Yes. 

Q And the balance required to be paid by the pur¬ 
chaser, has that amount been paid? A Yes, it was. 

35 Q Mr. Weightman, I meant to ask you in connec¬ 
tion with the contract which is marked Petitioner’s 

Exhibit No. 1, was the land conveyed to you as a result of 
that contract, following the settlement of accounts 

36 and the payment of the purchase price? A Yes, 
sir. It was. 

Q Conveyed to the Riggs Development Company? A 
Yes, sir. 

• • • • 

Q How many lots were improved? A There were 71 
lots. 

Q First of all, how many lots were contained in the sub¬ 
division? A I believe there were 96 lots contained in the 
subdivision. 

Q How many improved? A 71. 

• • • • 

37 Q Will you refer to your records and see when 
your constructions commenced? A The first bill 

for excavation work was paid July 1,1943, so that the con¬ 
struction started a short time prior to that. 

• • • • 

38 A The first few houses were ready for occupancy 
in November and December of 1943, and they came 

right along in order. 
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Q When the Shenandoah loans were put on, can you 
state that the houses were completed at that time, all of 
them? A Yes. 32 of them were completed in January of 
1944, and 39 of them in March of 1944. 

• • • • 

40 Q As a result of the leases, which have been 
marked Petitioner’s Exhibits 4 and 5, did the lessee 

in each of the cases enter into possession at the beginning 
of the terms? A Yes, sir. 

Q And did they continue in possession until the end of 
the terms or the extension, as modified by the second lease? 
A Yes, sir. 

Q And paid rent? A Yes, sir. 

• * • • 

Q Incidentally, were these detached, attached, or group 
dwellings? A They were triplet dwellings. They are 
made up of two outside houses and an inside house 

41 in each group. 

Q Incidentally, the Riggs subdivisions are where? 
A On Peabody Street, Quackenbos Street, Eastern Ave¬ 
nue, N. E. 

• * * • 

43 Q As a result of these individual leases for the 
terms specified, did the tenants enter into possession? 

A Yes, sir. 

Q Pay rent? A Yes, sir. 

Q And continued to the end of the term or lease? A 
Yes, sir. 

Q Coming to the two permanent loans that were testi¬ 
fied to by Mr. Sweeney, can you state the terms of those 
individual loans? A Yes. 

Q Will you, please? A They were all for $5,400 
apiece, payable at the rate of $30.01 a month. 

44 Q Including interest? A Including interest. 

• * • • 
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Q Incidentally, you mentioned in your previous testi¬ 
mony that there were 96 lots, and the testimony is that 71 
lots were improved. What became of the other lots? A 
They were left vacant because we were not allowed to 
build. 

Q Well, just state that they were left vacant. They 
weren’t improved? A No. 

THE BOARD: I would like to know why they were 
left vacant. 

THE WITNESS: There was no sewer or water run¬ 
ning through the lots, and the WPB wouldn’t give per¬ 
mission. 

BY MR. HALPER: 

Q Were the 20 lots embraced in that conveyance from 
Brightwood Gardens? A 25 lots. 

Q 25 lots. And how did 20 lots result? A At a 

45 later date the 25 lots were re-subdivided into 20 lots 
in order to build houses later. 

Q With respect to the 20 lots, did your company sub¬ 
sequently build houses, and how many? A 20 houses. 

Q And when were they built? When were they sold? 
A In a period from September 25, 1946 to December 4, 
1946. 

Q Those buildings were built and sold within a two- 
year period, were they not? A Yes, there were sold im¬ 
mediately upon completion. 

Q And your company paid an ordinary income tax on 
the gain on those houses? A Yes. 

• • • • 

46 Q Do you have, according to your records, the 
dates when they were sold, giving if you will the first 

day and the last day? State also if they were all sold indi¬ 
vidually. 

THE BOARD: Were they sold individually? 

THE WITNESS: Yes. They were all offered for sale. 
THE BOARD: I wasn’t asking if they were offered. 
THE WITNESS: They were sold to individuals, 
G.I.s. 
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BY ME. HALPER: 

Q Now, what are your dates? A The first settlement, 
at the Title Company, was Jnly 9, 1946, and the last one 
was October 21,1946. 

• • • • 

47 Q Mr. Weightman, when yon rented these honses 
to the Russian Commission, did you have any agree¬ 
ment with them as to servicing the houses? A Yes, we 
did. 

Q What was — just generally — the nature of that 
agreement? A We entered into a contract to furnish 
janitor service and buy coal for those thirty houses. 

Q And did you fulfill your contract during the period 
of the tenancy? A Yes, we did. 

Q Do you have a record of your expenditures on the 
servicing contract? A Yes, i do. 

• • • • 

48 BY MR. HALPER: 

Q I just want to ask one general question with respect 
to whether the rents were collected or not. 

Was the outlay more than the cost of operations, or not? 
A It was considerably more. 

Q And you lost on that? A Yes, we lost on that. 

THE BOARD: How much ? 

THE WITNESS: One year it was $1,100, and another 
year it was $4,000. 

Q Well, were the Russians hard users of these prem¬ 
ises, was that the reason? A The reason for the loss 
on that particular phase of the thing was the increase 
in the cost of coal, and the fact that we had to raise the 
salary of the janitor a couple of times. 

Q These are individual houses and the janitor would 
do the things that he would do to an ordinary apartment? 
A Yes. 

Q Cut the grass, remove the ashes, et cetera? A Yes. 

• • • • 
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BY MR. WALKER: 

Q Now, directing your attention to Petitioner’s 
53 Exhibit No. 10 and particularly to item 12 on page 1, 
which is $68.85, recorded as ‘‘realized discount on 
note collections.” 

Will you please explain to the Board what transactions 
resulted in that income ? A May I see it, please ? 

Q Yes, sir. A Offhand I don’t quite recall what 
that was except that at that time the Riggs Development 
Company owned some secondary trust notes — I think 
there were three of them — and the collections were being 
recorded on the instalment basis. 

Q Did the Riggs Development Company purchase those 
notes or did they make loans and get the notes back as 
evidence of the indebtedness? 

• • • • 

THE WITNESS: There were three of the 71 houses 
that were not sold to G-.I.S and the Riggs Development 
Company took back second trusts on those three houses 
and the item of $68.85 is in connection with those three 
second trusts. 

• • • • 

A The cost of the buildings was $353,565.40. There 
was a separate account for refrigerators which were 
55 in the houses of $8,689.71. 

Q And what was the total selling price of all of 
the land and all of the houses, with the exception of the 20 
houses sold in 1946 ? A The selling price ? 

Q Yes. A The total selling price of the 71 houses 
was $667,805. 

I beg your pardon. $667,105. 

Q And the land. A That was the selling price of the 
houses complete. 
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Q What was the selling price of the land upon which 
the houses were located? A I don’t have the breakdown 
as to land and buildings on this. The total selling price of 
the whole 20 houses was $241,067.67. 

• • * • 

BY MR. WALKER: 

56 Q Now, Mr. Weightman, will you look at Peti¬ 
tioner’s Exhibit No. 10, and directing your attention 

particularly to the schedule of the computation of the gain 
on the sale of this property, I ask you to tell me to whom 
the commission of $10,896.80 for the sale of the house 

57 was paid? A I can tell you without looking at it. To 
Colonial Investment Company. 

Q Mr. Weightman, you were the vice president of the 
company at the time of the lease to the Soviet Govern¬ 
ment, were you not? A Yes, sir. 

Q Who was the president? A Offhand I don’t recall. 
I believe it was Mr. Coffey. 

Q You don’t know the president of the company? A I 
don’t recall. 

Q Do you know who was secretary? A Mr. Levin. 

Q Where was the office? A The office — actually the 
Riggs Development Company had just a mailing address 
in the District of Columbia at 817 9th Street, N. W. The 
return, I believe, shows 838 Investment Building. 

• • * • 

59 MR. WALKER: Mr. Weightman, why didn’t the 
Riggs Development Company make this sale itself? 
It was authorized under the charter to sell real estate? 

THE WITNESS: That I don’t know. They didn’t 
have any sales organization for one thing. 

• * * • 

BY MR. HALPER: 

Q Mr. Weightman, has the Colonial Investment Com¬ 
pany an office? A Yes, sir. 

Q Do they have a sales force? A Yes, sir. 
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Q Are they otherwise equipped to handle the sale of 
real estate as broker for owners? A Yes, sir. 

• • • • 

Q Did the Riggs Development Company have 

60 those facilities? A No, sir, they did not. 

THE BOARD: You think they don’t? 

THE WITNESS: They do not. 

THE BOARD: Did they ever ? 

THE WITNESS: No, they never had any sales organ¬ 
ization. 

THE BOARD: All right. 

• • • • 

Nathan Levin, 

called as a witness on behalf of the petitioner, having 
been duly sworn, was examined and testified as follows: 

Direct Examination 

• • • • 

A I am secretary of the company. 

• • • • • 

61 A The present stockholders are Nathaniel J. 
Taube, 33-1/3 per cent. Do you want the amounts? 

Q Yes, — that is all right. A Carmen M. Evans, 
33-1/3 per cent, and Rose Levin, 33-1/3 per cent. 

THE BOARD: Is Rose Levin related to you? 

THE WITNESS: She is my wife. 

• • • • 

A The officers are Nathan Levin, President, Nathaniel 
J. Taube, Vice President, and Secretary; and Robert G. 
Weightman, Treasurer. 

BY MR. HALPER: 

Q Who are the stockholders of the Colonial Investment 
Company? A The stockholders are Nathaniel J. Taube, 
one-third, Nathan Levin, one-third, and Carmen M. Evans, 
one-third. 
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Q Mr. Levin, where is the office of the Colonial In¬ 
vestment Company? A 817 Ninth Street, Northwest. 

Q And what does that office consist of? A The Colo¬ 
nial Investment Company. 

Q No, no — what kind of a physical property do they 
have down there? A The offices of the Colonial Invest¬ 
ment Company are located at 817 Ninth Street, and the 
building contains two large offices, thirty by 100 

62 feet in depth, which houses a complete real estate 
organization consisting of a rental department, a 

brokerage sales department, a mortgage department, and 
an insurance department. That is about all. 

Q In other words, it does the business that is usually 
carried on by real estate brokers? A That is correct. 

Q Is the Biggs Development Company equipped in that 
fashion, or was it ever equipped in that fashion? A They 
are not equipped in the same manner as the Colonial In¬ 
vestment Company, in that the Biggs Development Com¬ 
pany was engaged solely, or incorporated solely for the 
purpose of creating an income in the rental of houses in 
a section called the Biggs Manor. 

Q Now, Mr. Levin, does the Biggs Development Com¬ 
pany have the machinery and equipment to carry on the 
sales campaign or to act as broker for an owner of prop¬ 
erty, if he wants to sell; yes or no ? A No, sir. 

• • * • 

BY MB. WALKEB: 

63 Q Mr. Levin, who entered into the negotiations 
leading to the sale of all of those houses? A That 

matter was negotiated by virtue of the authority directed 
by the Board of Directors and the stockholders of the Biggs 
Development Company to offer for sale its houses located 
in Biggs Manor. And in accordance with that authoriza¬ 
tion, the Colonial Investment Company was engaged as 
broker to find purchasers for the sale of the houses. 

64 It was authorized, generally, to do such things 
as are necessary to sell the houses, enter into such 
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contracts, authorizing the President to do that, I think, 
some time in June of 1946. 

Later on the sales were ratified by an appropriate reso¬ 
lutions of the Board of Directors of the stockholders, as 
will be fully shown by the minutes of the Riggs Develop¬ 
ment Company. 

Q Who acted on behalf of the Colonial Investment Com¬ 
pany in making the sales? A Myron Ivey, the General 
Sales Manager for the Colonial Investment Company, was 
authorized to advertise and find purchasers for the sale of 
these houses, having an adequate sales force of ten sales¬ 
men, which required the services for the sale of the houses 
in this subdivision. 

Neither of the officers of the Company are salesmen. 
Therefore, it was necessary to employ somebody who could 
sell. Selling houses is an art. 

* • • • 

66 Q What reason, if any, was there for the Riggs 
Development Company not to employ salesmen to 

sell this very valuable piece of property — these very val¬ 
uable pieces, I should have said? A Because the 

67 Riggs Development Company was not equipped to 
engage in the sale of real estate, and had no func¬ 
tions as such, to enter into such negotiations. 

Q It was authorized to, under its Charter, was it not? 
A But it didn’t see fit to enter into those transactions, 
because it only had an investment property, which at the 
time didn’t require any salesmen to negotiate sales, and 
it never had that intention, selling houses, or engaging 
in that phase of the real estate business. 

• • • • 

68 Q Mr. Levin, in the erection of these houses, why 
is it you did not erect houses on the twenty lots? A 

The reason for that was that the sewer and water con¬ 
nections were not at that time available, because 

69 the sewer ran the other way and it could not be 
utilized. 
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Q Did you make any effort to sell those large lots unim¬ 
proved? A We made no effort to sell those lots un¬ 
improved. 

Q Did you offer for sale any of these lots, or the ap¬ 
proved lots — A We did not. 

Q —prior to the date you actually sold them? A We 
did not. 

Q Now, Mr. Levin, the stock of the Dexter Company 
and the stock in the Riggs Development Company was 
held by the same people, was it not? A I believe it was. 

• • • * 

70 Q I want to know why they didn’t use that exist¬ 
ing corporation for that purpose. A We under¬ 
took to build rental properties for investment, in different 
corporations, because we figured that that was the best 
way to handle and manage each separate subdivision. 

• • * • 

BY ME. HALPER: 

Q Mr. Levin, your testimony is, however, that the 
Riggs Development Company had no facilities, no office 
and no facilities. How do you explain that the corpora¬ 
tion was equipped to manage any property under its exist¬ 
ing set-up? A For purposes of investment, you don’t 
have to have an office, if that is what you mean. 

Q But you do for management. A The management 
was turned over to the Colonial Investment Company, who 
collected the rents and paid commissions, the purpose of 
which was to develop investment and equity in the real 
estate from payment of rents to retire mortgages. 

Q That was the sole purpose, was it not, for the organ¬ 
ization of the Riggs Development Company, to develop 
an equity in real property? A It was for the pur- 

71 pose of developing an equity, for the purpose of 
receiving an equity, yes, sir. And that is an invest¬ 
ment, as we figured it. Ultimately the mortgage would 
be paid out, in the course of twenty years, from the rents, 
if they were fully rented, and that was our intention and 
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scheme of building these properties, for investment pur¬ 
poses, as distinguished from the sale of them. 

Q Just let me ask you a question. I do not believe that 
is responsive to the question I asked. A You asked me 
“Why?”, sol — 

Q Yes, I asked you “Why.” Now, as a matter of 
fact, this wasn’t a good return on your investment, was 
it? A To the contrary. I think it was an excellent 
return, considering our investment made in the construc¬ 
tion of the properties, and the ultimate return that we 
would get, having clear properties in the course of twenty 
years. We could make not only the retiring of the mort¬ 
gage of $5,400, we would then have owned the property 
free of encumbrances. I think that is an excellent invest¬ 
ment, and is really the kind of real estate in which people 
invest their money. 

Q It is not as good, however, Mr. Levin, as selling it 
within four or five years and making a profit that you 
did? A I disagree with you on that. I think the best 
method of creating investment is to own the property free 
of encumbrance, as quickly as you can by retiring the mort¬ 
gage from the rents. 

72 Q Why didn’t the Riggs Development Company 
do that with this property? A Well, the demands 
for real estate being so unprecedented at the time, and 
being so desirable from the standpoint of earning money, 
from the investment standpoint, we deemed it good judg¬ 
ment to sell the real estate instead of keeping it for a 
long-term period. We were fortunate in having built real 
estate at a time when the construction costs were low, 
when the real estate became valuable from the standpoint 
that the cost of construction was greater, we figured that 
we could make more money by selling that by keeping the 
investment, and that is exactly what we did. 

• • • • 
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73 THE BOARD: Mr. Levin, how do you figure that 
the corporation was making money out of these 

rentals? 

THE WITNESS: By retiring the mortgage monthly 
from the rents. 

THE BOARD: Well, whether you retired the mortgage 
from the rents or not, had no bearing on the income. 

74 There was in fact no net incomes derived from these 
rentals? 

THE WITNESS: I might answer the question this 
way, your Honor: 

Considering that we had very little investment from the 
standpoint of cash invested in this enterprise, and con¬ 
sidering that the amortization and reduction of the mort¬ 
gage from the rentals, — that showed a good return, be¬ 
cause we didn’t have a big cash investment. 

THE BOARD: Amortization is not reflected in the 
profit and loss statement? 

THE WITNESS: Well, that is a profit which would be. 
THE BOARD: It is not the amortization? 

THE WITNESS: Ultimately the building would be 
clear of encumbrance. 

THE BOARD: Your Profit and Loss statement shows 
a loss? 

THE WITNESS: Yes. 

THE BOARD: You have no profit with which to 
amortize, have you? 

THE WITNESS: No. If we have a loss we do not 
have any profits amortized. 

THE BOARD: But the income tax returns do show 
losses, don’t they? 

THE WITNESS: Well, they do show some losses, con¬ 
sidering that there were increases in the cost of main¬ 
tenance at the time they were built. 

75 THE BOARD: I am not concerned with what 
caused the losses. The operation was, in fact, a 
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loss, and there were no profits out of which amortizations 
could be made. 

THE WITNESS: Well, I believe that from the stand¬ 
point of amortization, it is considered a profit, because we 
pay a tax on the amortization, if I understand you cor¬ 
rectly. I am not a tax expert. 

MB. HALPEB: Mr. Levin, listen to me now. Do you 
you folks draw salaries from the Riggs Development Com¬ 
pany? 

THE WITNESS: We do. 

MR. HALPER: You did or you do ? 

THE WITNESS: We did. 

MR. HALPER: All right. 

Did you also ask for an allowance for depreciation of 
the capital assets? 

THE WITNESS: We did. 

MR. HALPER: You didn’t put that depreciation in 
a fund, or anything like that? 

THE BOARD: I can’t hear you. 

MR. HALPER: You didn’t put that in any fund? 

THE WITNESS: No, we did not. 

• • • • 

Nathaniel J. Taube, 

76 was called as a witness by and on behalf of the peti¬ 
tioner, and having been first duly sworn, was exam¬ 
ined and testified as follows: 

• • • • 

A I am President of the Riggs Development Company. 
BY MR. HALPER: 

Q At the time of the organization of this corporation, 
what property did the corporation own? A It 

77 owned nothing. It was formed for the purpose of ac¬ 
quiring this property. 

Q After the acquisition of the Riggs Develop¬ 
ment Company, did you, or did you not, make application 
with any of the United States’ Agencies, for licenses to 
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build and insure on mortgage loans? A We made appli¬ 
cation in the early part of 1943, as required by the law 
at that time. 

Q Incidentally, who of the officers or employees of the 
Riggs Development Company had charge of the building 
operations? A I supervised the building of the oper¬ 
ations. 

Q Were you also the officer that contacted the FHA 
andWPB? A lam. 

Q What application did you make to these agencies? 
And what did you propose to do? A As required by law 
you had to make application to the FHA for priorities to 
erect houses under Title known as No. 63 War Emer¬ 
gency Housing. 

Q Did you make such application? A We made ap¬ 
plication for 96 houses. WPB refused to issue priorities 
for more than 71, because they had passed a ruling that 
they would not extend utilities — will not extend more than 
two utilities in any development. 

• • * • 

78 There were no sewer and water facilities in Oneida 
Place, and therefore they would not consider our 

application for priorities. 

Q Was the application eventually denied on the twenty 
houses? A It was. 

Q And you didn’t build under the original application? 
A Right. 

Q Now, you have got an application for — how many 
houses was the application granted for? A They even¬ 
tually gave us priorities to build 71 houses and we had to 
insure them under Title 603 which was the War Emer¬ 
gency Housing at that time. 

Q When you say “insured” — you were permitted to 
borrow the money to construct these houses, and 

79 the lender that gave you the loan was insured, under 
the Federal Housing Act? A In the amount of 

$5,400, which was 90 per cent of the value of the house. 
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$6,000 was the limit of what War housing could cost at 
the time. 

Q When you made application for the construction of 
these houses, did you at that time have the right to build 
for sale, and build for rent, or either? A You could 
elect — 

• • • • 

80 Q Did you make an application for licenses to 
build 71 houses? Just answer that question. A 

We made application for priorities to build 71 houses yes, 
sir. 

Q And it was granted? A It was granted. 

• • • • 

81 Q Did you make an effort to get the FHA and 
WPB documents in connection with this case? A 

Yes, sir. I made an effort, but the records of the WPB had 
been destroyed. Apparently the War Expediter was sup¬ 
posed to take them over, and he advised us that he set them 
aside and destroyed them. But it was a matter of the law 
at the time. There is no question about that. 

Q You went ahead and built these 71 houses? A Yes. 
Q And completed them? A Yes, sir. 

Q And obtained loans, as was testified to here? A 
Yes, sir. 

Q Upon the completion of the houses, what disposition 
did you make of them? A As soon as any house was 
completed, we offered it for rent. 

Q Were they rented? A They were rented. 

Q At the time these houses were first projected, when 
the building first started, did you expect that it 

82 would be a profitable investment? A There is no 
question about that. We thought it would be a very 

fine investment because the Government was giving prac¬ 
tically all the money to build, and we had very little in it. 

Q Did you know that you would sell them eventually? 
A We never had any contemplation of sale. We never 
even knew that the GI Bill was contemplated or hoped for. 
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Q Did you know what the market would be in three or 
four years? A If we could tell that, we would all be in 
good shape. 

Q When you made these leases, why did you make 
leases for terms? A Because we were fortunate in hav¬ 
ing a higher rental allowed here than we contemplated, 
and we were anxious to get good tenants and keep them 
there. 

Q Do you know whether, in any case, you made a 
monthly agreement with any of these tenants? A I am 
not familiar with that, Mr. Halper, but I don’t think we did. 
I think our policy was to make yearly leases. 

Q After you completed the houses and rented them, did 
you maintain an office for the operation of this rental proj¬ 
ect? A No. We had a resident manager who 
83 lived on the property, who got the rents. His pur¬ 
pose was watching in general what went on, and the 
rents were collected by the Colonial Investment Company. 

Q During that period of time did the Riggs Develop¬ 
ment Company own any other property? A They owned 
these twenty unimproved lots. 

Q Yes. Did it own any other property other than that? 
A That is all it owned. 

Q Did it own any property of any character? A Noth¬ 
ing but the original land it bought, and the houses that 
were developed on the 71 lots. 

Q Specifically, any mortgages, notes, leases or rights 
in land? A It owned three Second Trust notes that it 
took back as deferred purchase-money notes, and it sold 
three houses to non-GI’s in 1946. 

Q At that time did the Riggs Development Company 
engage in any other business but the management of these 
houses ? A No, it did not. 

Q In any general business at all? A Nothing but own 
this real estate. 

Q Did it collect rents? A No, it did not collect rents. 
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Q Any promissory notes, referred to mortgages? A 
The notes that I referred to? 

84 Q Did it buy any insurance for customers? A 
No, sir. 

Q Did it buy and sell real estate ? 

• • • • 

Q Now, Mr. Taube, when did you finally reach the point 
where you could use the twenty houses? A When the 
restrictions were removed by the various Government 
agencies — if I remember correctly, it was in 1946. We 
were then at liberty to develop the unimproved land. 

Q And you sold those houses? A Built those and sold 
them during the course of the construction. 

Q During the time that the land laid idle, between the 
date of acquisition and the date that you sold the 

85 lots improved, did you make any effort to sell them? 
A No. 

Q Did you list them with any brokers? A We never 
offered them for sale, never listed them and never con¬ 
templated it. 

Q With any Loan or Investment Company? A No. 

Q Was any of the Riggs Development property at any 
time, from the beginning of the acquisition from Bright- 
wood up to the final sale, was any of that property on the 
market? A No. 

Q Was it listed with the brokers? A No. 

Q Was it offered to anyone? A No. 

• • • * 

Q Now, Mr. Taube, you didn’t know what was going 
to happen in the future — you said—when you set this 
project out, did you? A I certainly did not. 

86 Q You didn’t know the course of the War? A 
No. 

Q The course of the market? A No sir. 
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Q How did you figure the corporation was making any 
money, then? A Well, Mr. Halper, the United States 
insured $5,400 apiece on those houses, which was almost 
the cost of the houses, and we had very little in them. I 
am not familiar with the amount, but a very small amount. 
We were permitted a rental of $62.50 a month, if my mem¬ 
ory is correct, on the inside houses, and $65.00 on the 
outside houses. 

Now, monthly payments were only $30.25. 

Q Incidentally, would that include principal and in¬ 
terest? A That was principal and interest and curtail¬ 
ment. I don’t think it was taxes and insurance. 

Now, it doesn’t take any intellectual giant to realize 
that when you subtract $35 to $40 from $62.50, you have 
$22.00 left in which to have maintenance and vacancies, 
turnover, repairs and the normal things in connection 
with real estate. 

Q Did the officers of the corporation, who were also the 
stockholders, as was testified to here, also draw sal- 
87 aries? A We drew a small salary during the in¬ 
vestment period, yes, sir. 

Q As I understand it, the Government helped you along 
with the capital? A The Government gave us practically 
all of it, as they are doing. They are attempting to get 
builders to build rental housing, and right now they are 
loaning 90 per cent of the cost, to induce to build rental 
housing, as they did at that time. 

Q And the corporation paid the mortgages and notes, 
and there was no personal liability? A That is right. 

Q And you didn’t have to take any risk on your own 
invested capital? A That is a simple thing. We had 
very little to lose and a great deal to gain. 

Q You figure that the profit you got by the way of 
salary and what little profit there was else, was a good 
return on a small investment? 


• • • • 
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A Yes, that is what we concluded. And that it what all 
builders are doing today, — building 608’s because they ex¬ 
pect to get a nice return. 

• • • • 

BY MR. WALKER: 

Q Mr. Taube, your testimony was that you wanted to 
get good tenants and keep them?. A That is correct. 

Q Isn’t it true that some legal proceedings had 

88 to be taken to get those tenants out of there? A 
When we sold the houses? 

Q Yes. A I presume so. 

We are talking about when we rented them, at the start, 
we wanted good tenants. The turnover, Mr. Walker, is 
what upsets your apple cart. 

Q What you really wanted to do was to keep them in 
there until you sold them? A No. Keep them from mov¬ 
ing out, because every time a tenant moves out you have 
the cost of maintenance and refinishing. We never 

89 moved out anyone willingly, until the time we sold 
them. 

Q Yes. A That is correct. 

Q Now, Mr. Taube, I am not the mental giant you re¬ 
ferred to, but when I subtract those things, how do you 
explain the fact that you had no net income from the 
property? A I am not prepared to answer that because 
that is a matter of accounting, but I do know, as an old- 
time builder of over thirty years of experience, when you 
can build an investment with a little money invested and 
get a return above the monthly payments, that it is good 
business. 

Q Even though you have no income? A Have little 
income. 

Q Even though you have losses? A We have had our 
losses in our day. 

Q You had them on this property ? 

• • • • 
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Q Now, Mr. Taube, with respect to the twenty houses, 
you knew when you built those that you were going to sell 
them? A Yes, we had no restrictions on them. We 
footed the bill and financed, and sold under any conditions 
we wanted, and therefore we went into it. 

• • * • 

BY MB. HALPEB: 

92 Q What chances were there of selling a dwelling 
of this character in the District of Columbia in 1943, 
the time you put them subject to a lease? 

• • • • 

THE WITNESS: We had very little chance. And sec¬ 
ondly, we would not have been permitted to sell, under the 
Act, because they were limited in price and limited to 
rentals. 

• • • • 

94 BRADLEY, BEALL & HOWARD, INC. 

Real Estate, Loans and Insurance 
Southern Building 
Washington, D. C. 

Washington, D. C., February 24th, 19 43. 

RECEIVED FROM COLONIAL INVESTMENT COM¬ 
PANY a deposit of ONE THOUSAND and 00/100 Dollars 
($1,000.00), to be applied as part payment in the purchase 
of vacant land which it is estimated will subdivide into 
approximately 90 lots, said land being part of what was 
known as the Joy property and part of parcel 138/3 more 
fuUy described on the reverse side of this contract. 
with improvements thereon, known as 
in the District of Columbia, upon the following terms of 
sale: • ' 

Total price of property THIRTY-SIX THOUSAND and 
No/100 Dollars ($36,000.00). 

The purchaser agrees to pay FIFTEEN THOUSAND 
and No/100 Dollars ($15,000.00) cash at the date of con¬ 
veyance, of which sum this deposit shall be a part 
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The purchaser is to assume, give, place, take title subject 
to, a first deed of trust secured on the property of Twenty- 
one thousand and no/100 Dollars ($21,000.00), due on or 
before one year after date, bearing interest at the rate of 
5 per cent per annum, payable semi-annually. 

Said first deed of trust to provide for release of any ten 
lots under this contract cut date of settlement and it shall 
further contain release clauses allowing release of any 
ten additional lots or multiple thereof, by the further pay¬ 
ment of $5,000 for each group of ten or its multiple. 

Trustees in all deeds of trust are to be named by the 
parties secured thereby. 

The property is sold free of encumbrance except as 
aforesaid; title is to be good of record and in fact, subject, 
however, to covenants, conditions and restrictions of rec¬ 
ord, if any; otherwise said deposit is to be returned and 
sale declared off at the option of the purchaser, unless the 
defects are of such character that they may readily be 
remedied by legal action, but the seller and agent are 
hereby expressly released from all liability for damages 
by reason of any defect in the title. In case legal steps are 
necessary to perfect the title, such action must be taken 
promptly by the seller at his own expense, whereupon the 
time herein specified for full settlement by the purchaser 
will thereby be extended for the period necessary for such 
prompt action. 

Bents, taxes, water rent, insurance and interest on exist¬ 
ing encumbrances, if any, and operating charges are to be 
adjusted to the date of transfer. Taxes, general and spe¬ 
cial, are to be adjusted according to the Certificate of Taxes 
as issued by the Collector of Taxes of the District of Co¬ 
lumbia, except that assessments for improvements com¬ 
pleted prior to the date hereof, whether assessment there¬ 
for has been levied or not, shall be paid by the seller or 
allowance made therefor at the time of transfer. 

Examination of title, Tax Certificate, conveyancing, No¬ 
tary fees and all recording charges, including those for pur- 
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chase money trust, if any, are to be paid by the purchaser, 
who hereby authorizes the undersigned agent to order the 
examination of title and preparation of all necessary pa¬ 
pers ; provided, however, that if upon examination the title 
should be found defective, the seller hereby agrees to pay 
the cost of the examination of the title and also to pay to the 
agent herein a commission hereinafter provided for just as 
though the sale had actually been consummated and all the 
terms of this contract complied with. 

Within ninety days from the date of acceptance hereof 
by the owner, or as soon thereafter as a report on the 
title can be secured if promptly ordered, the seller and 
purchaser are required and agree to make full settlement 
in accordance with the terms hereof. If the purchaser 
shall fail so to do, the deposit herein provided for may 
be forfeited at the option of the seller, in which event the 
purchaser shall be relieved from further liability here¬ 
under, or without forfeiting the said deposit the seller may 
avail himself of any legal or equitable rights which he may 
have under this contract. In the event of the forfeiture 
of the deposit, the seller shall allow the agent one-half 
thereof as a compensation for his services. 

Settlement is to be made at the office of BRADLEY, 
BEALL & HOWARD, Inc., or at the Title Company search¬ 
ing the title, and deposit with the Title Company or with 
BRADLEY, BEALL & HOWARD, Inc., of the purchase 
money, the deed of conveyance for execution and such other 
papers as are required of either party by the terms of this 
contract shall be considered good and sufficient tender of 
performance of the terms hereof. 

Seller agrees to execute the usual special warranty deed 
and to pay for Federal revenue stamps on deed. Prop¬ 
erty is sold subject to an existing tenancy as follows: 

Seller agrees to give possession at time of settlement, 
and in the event he shall fail so to do, he shall become and 
be thereafter a tenant by sufferance of the purchaser and 
hereby waives all notice to quit, as provided by the laws 
of the District of Columbia. 




42 


The risk of loss or damage to said property by fire or 
other casualty until the deed of conveyance is recorded is 
assumed by the seller. 

All notices of violations of Municipal orders or require¬ 
ments noted or issued by any Department of the District 
of Columbia, or prosecution in any of the courts of the 
District of Columbia on account thereof against or affect¬ 
ing the property at the date of the settlement of this con¬ 
tract shall be complied "with by the seller and the property 
conveyed free thereof. This provision shall survive the 
delivery of the deed hereunder. 

The seller agrees to pay to BRADLEY, BEALL & 
HOWARD, Inc., his agent, the regular rate of commission 
fixed by the Washington Real Estate Board amounting to 
$1,800, and the Title Company, or the Real Estate Office, 
through which settlement is made is hereby authorized and 
directed to make deduction of the aforesaid commission 
from the proceeds of the sale and to make payment thereof 
to the said agent. 

Entire deposit to be held by BRADLEY, BEALL & 
HOWARD, Inc., until settlement hereunder is made. 

Where the property sold under the within contract is 
located in Montgomery County or Prince Georges County, 
Maryland, the words Montgomery County or Prince 
Georges County, Maryland, are hereby substituted for the 
words District of Columbia; taxes are to be adjusted in 
accordance with the records of the Treasurer of the county' 
in which the property is located; and the purchaser agrees 
to assume the annual Washington Suburban Sanitary Com¬ 
mission taxes; and the Maryland documentary stamps shall 
be paid for by purchaser. 

The principals to this contract mutually agree that.it 
shall be binding upon their respective heirs, executors, ad¬ 
ministrators or assigns. 

This contract, made in triplicate, when ratified by the 
seller contains the final and entire agreement between the 
parties hereto and they shall not be bound by any terms, 
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conditions, statements, or representations, oral or written, 
not contained herein or on the reverse hereof duly signed 
by the parties hereto. 

This contract is subject to further conditions as outlined 
on the reverse side hereof and made part hereof. 

BRADLEY, BEALL & HOWARD, Inc. 

By N. Norman Mayer, Agent. 

We, the undersigned, hereby ratify, accept and agree to 
the above memorandum of sale and acknowledge it to be 
our contract 

COLONIAL INVESTMENT COMPANY 

Purchaser. 

By Nathaniel J. Taube 

Purchaser. 

Brightwood Gardens, Inc. 

Seller. 

By Treasurer. 

By John W. King, President 

Feb. 24,1943 • 

E. E. Camey-Both 

Feb. 24,1943 

Property is to be conveyed in the name of 
95 The lots to be conveyed by this contract are more 
fully described as follows: 

Lots 40,41,42,43 and 44 in Square 3731; 

Lot 39 and lots 50 to 80, inclusive, in square3732; 

Lots 62 to 79, inclusive, in Square 3733; also 

The north 66 feet front on Sixth Street by the full depth 
thereof (100 feet) of lot 804, adjoining lot 62 in said 
square, said part of lot to contain 6600 square feet; rec¬ 
tangular in shape, also 

Lot 802 in said Square 3733. 

The west 254 feet front on Oneida Place by depth of 
92.5 feet of lot 801 in Square 3733, said ground to have a 
dedicated alley in the rear thereof, and to contain 23,495 
square feet, rectangular in shape. Said lot to have 254 
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feet front on Oneida Place and front 254 feet on alley in 
rear of Oneida Place, said alley to mn parallel with 
Oneida Place and to be 92.5 feet in rear of Oneida Place. 

The seller further agrees that the sewer is in the street 
to serve the lots under this contract facing on Peabody 
Street and Eastern Avenue and this contract is made sub¬ 
ject to the condition that the D. C. sewer plan now pro¬ 
vides for the service of the lots described herein fronting 
on Oneida and Quackenbos Streets as soon as the pur¬ 
chaser brings Quackenbos Street and Oneida Place and the 
alley connecting Peabody Street and Oneida Place to ap¬ 
proved grade, and provided the purchaser shall also first 
obtain proper priorities therefor from the War Production 
Board and/or other necessary government agencies if any. 
Purchaser shall satisfy itself as to this before settlement 

The seller further agrees that it is the purchaser’s in¬ 
tention to subdivide this ground into a minimum of ninety 
(90) lots for houses 16 feet in width as permitted by the 
Zoning Commission of the District of Columbia under their 
“40A.S.R. Zone” and in the event that such ground will 
not subdivide into ninety lots of regulation size to accom¬ 
modate houses 16 feet wide, the purchaser will be allowed 
a credit of $400.00 from the purchase price for each lot 
below the minimum of ninety lots. 

The seller agrees to dedicate, without cost' to the pur¬ 
chaser, any streets or alleys which may be required to 
complete the subdivision hereby contemplated of the lots 
listed above which are in the original subdivision for de¬ 
tached houses and of the unsubdivided ground. The seller 
agrees to make immediate application to the District of 
Columbia to resubdivide all the remaining lots of the orig¬ 
inal subdivision intended for detached houses as well as 
the unsubdivided ground covered by this contract, by ob¬ 
taining the signatures of all trustees and owners so that 
these lots and ground may be available immediately to rec¬ 
ord for community house lots at the date of settlement. 
The purchaser agrees to pay all expenses involved in this 
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resubdivision upon such expenses being determined by 
D. C. Surveyor. 

Property sold subject to the mutual covenant that the 
same shall be not sold, leased, rented, conveyed, transferred 
or used as a place of abode by any person of negro or part 
negro blood. 

COLONIAL INVESTMENT COMPANY 
By 

Brightwood Gardens, Inc. 

By Treasurer 

By John M. Kang, President. 

Mar 12 - 43 

For value received, we hereby assign all our right, title 
and interest to the within contract to The Biggs Develop¬ 
ment Company. 

COLONIAL INVESTMENT COMPANY 

By: Pres. 

By: Secretary 

96 Pet’s Ex. No. 2 Received in evidence 

THE DISTRICT TITLE INSURANCE CO. 

THE LAWYERS TITLE INSURANCE CO. 

THE WASHINGTON TITLE INSURANCE CO. 

1413 Eye Street, N. W. 

Washington, D. C. 

The Riggs Dev. Co. 

Case No. 292567 
May 25, 1943. 

In the Matter of Lots in Square 3732 - 3731 - 3733 
These companies do not assume responsibility for taxes 
or assessments except as reported on the tax certificate. 

These companies do not assume responsibility of water 
rent adjustment. 

Correctness of information furnished these companies 
as to principal and interest on assumed trusts not guar¬ 
anteed. 
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Price 36000. 

Water Rent to 

Fire Ins. $ paid to @ $ yrs. 

Tornado Ins. $ paid to @$ yrs. 

Stock Payment $ Appraisal Fee $ 
Commission 
Conveyancing paid 
Deposit $ 1500 seller . 

First Deed of Trust 21000 

Interest accrued from @ % 163.33 

Bonus 

Second Deed of Trust Kelly 403000 
Interest accrued from @ % 

Deferred payments 

Estimated Taxes paid to 6/30/43 @ 

381.04 p. 37.05 

Taxes accrued 
Front foot benefit 
Town taxes 

Pending Special Assessments assessed 


by Purchasers. 

Rent paid to @ $ per Mo. 

Recording trust 4.80 

Notary fee 1.75 

Title Insurance 

Certificate of Title 505. 

Tax Certificate 25. 

Preparing Deed $5 2 Trust $ 30 35. 

Recording Deed $ 2.40 2 Trust $1330 15.70 

Noting & examining conveyances 2. 

Notary fee 1.50 

Settlement fee 23. 

Registering Notes 35.75 

Revenue Stamps Federal $ State $ 
Interest to 12/31/43 401.84 

Balance 


36686.55 


2000. 


21000. 

16333 


401.84 

13686.55 

3668635 
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Approved: 

The Riggs Development Company 
By Louis Levick 

97 Certificate of Incorporation 

of 

The Riggs Development Company 
THIS IS TO CERTIFY: 

First: That we, the subscribers, Louis Levick of 
5432-4th Street, N. W., Washington, D. C., Robert Gr. 
Weightman of Room 838, Investment Building, 15th and 
K Streets, N. W., Washington, D. C., and Jacob N. Halper 
of No. 6 Heather Avenue, Takoma Park, Maryland, all 
being of full age, do, under and by virtue of the general 
laws of the State of Maryland, authorizing the formation 
of corporations, associate ourselves with the intention of 
forming a corporation. 

Second: That the name of the corporation is: 

“The Riggs Development Company ’’ 

Third: The purpose for which the corporation is 
formed and the business objects to be carried on and pro¬ 
moted by it are as follows: 

(a) To engage in the general real estate business, to 
purchase, acquire, hold, build, construct, improve, sell, 
convey, assign, release, mortgage, incumber, lease, hire 
and deal in real and personal property of whatever name 
and nature, including stocks and securities of other corpo¬ 
rations, and to loan money and take securities for the 
payment of all sums due the corporation, and to sell, 
assign and release such securities; to purchase land to 
be subdivided; to remodel and repair dwellings, stores, 
apartments and hotels; to buy and sell real estate notes 
and bonds; to purchase and resell as principal, factor, 
agent or broker building materials and personal property 
of every kind and description. 
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(b) To do everything necessary or proper for the 
accomplishment of the purposes or the furtherance of the 
powers herein expressed or incidental thereto and to have 
and exercise all the powers now or hereafter conferred 
upon corporations by the Laws of the State of Maryland, 
and the enumeration of specific powers shall not be con¬ 
strued as limiting or restricting the general powers herein 
set forth. 

Fourth: The Post Office address of the place at which 
the principal office of the corporation in this State is 
No. 6 Heather Avenue. 

• • • • 

100 THIS LEASE made this 2nd day of February, 
1944, by and between RIGGS DEVELOPMENT 
COMPANY, a corporation of the State of Maryland, herein 
called Lessor, and THE GOVERNMENT PURCHASING 
COMMISSION OF THE SOVIET UNION IN THE 
U. S. A., herein called Lessee: 

WITNESSETH: That the Lessor hereby leases to the 
Lessee the hereinafter described premises in the District 
of Columbia, for the terms and rentals, as follows: 

1. For a term beginning on February 5th 1944, and 
ending on June 4th 1946: 


Premises Monthly Rental 


6020 Eastern Ave., N. E. 

$65.00 

6026 Eastern Ave., N. E. 

62.50 

6028 Eastern Ave., N. E. 

65.00 

408 Peabody St., N. E. 

65.00 

412 Peabody St., N. E. 

65.00 

416 Peabody St., N. E. 

65.00 

420 Peabody St., N. E. 

65.00 

424 Peabody St, N. E. 

65.00 

500 Peabody St., N. E. 

65.00 

508 Peabody St., N. E. 

65.00 

Total Monthly rental 

647.50 

Total for Term (28) months 

18,130.00 
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2. For a term beginning on February 15,1944 and end¬ 
ing on January 14,1946: 

407 Peabody St., N. E. 65.00 

409 Peabody St., N. E. 62.50 

411 Peabody St., N. E. 65.00 

415 Peabody St., N. E. 65.00 

417 Peabody St., N. E. 62.50 

419 Peabody St., N. E. 65.00 

423 Peabody St., N. E. 65.00 

425 Peabody St., N. E. 62.50 

427 Peabody St., N. E. 65.00 

501 Peabody St., N. E. 65.00 


Total Monthly Rental 642.50 

Total for the Term (24) months 15,420.00 

3. For a term beginning on March 1, 1944 and ending 
on October 31,1945: 

101 503 Peabody St., N. E. 62.50 

505 Peabody St., N. E. 65.00 

509 Peabody St., N. E. 65.00 

511 Peabody St., N. E. 62.50 

513 Peabody St., N. E. 65.00 

517 Peabody St., N. E. * 65.00 

519 Peabody St., N. E. 62.50 

521 Peabody St., N. E. 65.00 

525 Peabody St., N. E. 65.00 

527 Peabody St., N. E. 65.00 


Total Monthly rental 642.50 

Total for Term (20) months 12,850.00 


Total Reserved Rent 46,400.00 

3. The total reserved rental of $46,400.00 shall (subject 
to the provisions for advance rentals stated in paragraph 

4) be payable in equal monthly instalments for the term 

* 
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beginning February 5, 1944, of $647.50 beginning with the 
first day of the term and continuing for 28 months; then 
for the term beginning February 15, 1944, in equal 
monthly instalments of $642.50 beginning with the first day 
of the term and continuing for 24 months; and then for 
the term beginning March 1, 1944 in equal monthly instal¬ 
ments of $642.50 beginning with the first day of the term 
and continuing for 20 months; each instalment to be paid 
as rent in advance for the next ensuing month. 

4. Upon the execution and delivery of this lease, never¬ 
theless, and in no event later than 5 days therefrom, the 
lessee shall pay to the Lessor the sum of $1,295.00 to cover 
two months’ rent in advance for the term beginning Feb¬ 
ruary 5,1944. On February 15,1944, the Lessee shall pay 
to the Lessor the sum of $1,285.00 to cover two months’ 
rent in advance for the term beginning February 15,1944, 
and, on March 1, 1944, the Lessee shall pay to the Lessor 
the sum of $1,285.00 to cover two months’ rent in advance 
for the term beginning March 1,1944. The Lessor, never¬ 
theless, agrees to credit the Lessee with a pro rata portion 
of the rental paid in advance in accordance with this para¬ 
graph for such dwelling units as are not completed and 
ready for occupancy at the commencement of the respective 
terms hereinabove provided. 

102 5. Possession of the individual dwelling units 

shall be deemed delivered by the Lessor, notwith¬ 
standing the failure of the Lessor to complete the work 
of sodding, grading and the transplanting of shrubbery, 
provided that such work shall be completed by the Lessor 
as soon as weather conditions permit, and provided further 
that the said dwelling units are otherwise ready for occu¬ 
pancy and fully equipped in the same manner as other 
dwelling units in the Riggs subdivision. 

6. The Lessee shall pay to the Lessor the sum of $3865. 
in addition to the rent herein agreed to be paid, which 
amount is hereby fixed as the sum representing fair com¬ 
pensation to the Lessor for renovation and other expenses 
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likely to be incurred by it, upon the termination of the 
aforesaid leasehold interest. The said sum of $3865. shall 

be deposited with the_bank 

of the District of Columbia, or its successors on or before 
March 10,1944, in accordance with the terms of the escrow 
agreement, a draft of which is to be hereto attached and 
made a part hereof. 

7. The Lessor represents that the heating plants, 
plumbing, gas and electric systems are in good condition; 
that new window-shades and screens have been installed 
in said premises, and that prior to the commencement of 
the respective terms herein provided, it will in all respects 
comply with all the laws, rules, ordinances and regulations 
of the District of Columbia applicable to the demised prem¬ 
ises or to the Lessee’s occupancy thereof, and that it will 
obtain all necessary permits, certificates of inspection and 
approval of occupancy, if required. 

8. The Lessor hereby warrants the individual dwellings 
and their equipment during the respective terms of this 
lease, or any extension thereof, against faulty construction, 
structural defects, except those caused by the negligence 

of the Lessee. 

103 9. It is further agreed that if any of the dwell¬ 

ing units shall be destroyed by fire, or be so dam¬ 
aged by fire, or any unavoidable casualty, as to make the 
same uninhabitable, then the rent herein reserved on such 
dwelling or dwellings shall abate. In such event either the 
Lessor or Lessee may forthwith terminate this lease with 
respect to such dwelling or dwellings, and the Lessor shall 
return or cause to be returned, to the Lessee, the pro 
rata amount deposited in escrow as hereinabove provided. 

10. The Lessor represents that the consent of the mort¬ 
gagee, or mortgagees, is not required for the making of 
this lease, and agrees to hold the Lessee harmless from 
any loss it may sustain by reason of any foreclosure pro¬ 
ceedings brought by the mortgagee to which the Lessee is 
made a party. If at any time during the term of this 
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lease said Lessor fails to pay taxes, interest or other 
charges, the Lessee, to prevent any foreclosure action is 
hereby authorized to make such payments and to deduct 
such amounts from the rental then due or to accrue. 

11. It is agreed that the lessee may sublease any of 
the dwelling units herein leased, provided the sublessee 
or sublessees are satisfactory to the Lessor, and if so, 
the Lessor will consent to such subletting, it being agreed 
that said consent shall not be arbitrarily or unreasonably 
withheld. The subletting of the premises shall not, how¬ 
ever, release the Lessee from its obligations hereunder, or 
its obligation to pay the sitpulated rent, or of any obliga¬ 
tion imposed by the escrow agreement. 

12. The Lessor further agrees to provide heating for 
all the dwelling units embraced in this lease; to supply fuel 
for heating purposes; to provide for the removal of ashes; 

to provide hot and cold water; to provide normal 
104 janitor service in connection with the supply of 
heat and hot and cold water, (but this shall not be 
deemed an obligation of the Lessor to provided janitor 
service for the balance of the dwelling unit.) 

13. The Lessor also agrees to furnish to each dwelling 
unit the following services: mowing of lawns, trimming 
of shrubbery, keeping the outside appearance of each 
dwelling unit in a presentable condition at all times, and 
water supply. 

14. The Lessee shall not be required to pay for the 
services hereinbefore mentioned, except that it shall pay 
to the Lessor for the service of supplying adequate heat 
during the heating season and the services connected there¬ 
with, $12.00 per month per dwelling per year through the 
entire year, provided, that if the actual cost of supplying 
heat as aforesaid at prevailing prices shall be less than 
the amount paid by the Lessee, the difference shall be re¬ 
funded to the Lessee, but the Lessee shall not be charge¬ 
able with any excess. The Lessor shall provide gas and 
electricity, the actual cost of which shall be paid by the 
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Lessee upon the presentation of the respective utility com¬ 
panies bills. 

15. The Lessee agrees to be bound by the following 
covenants: that it will not use, or permit the use of, the 
said individual dwellings for any unlawful or disorderly 
purpose, or commit, or permit the commission of, a nui¬ 
sance on said premises, or any part thereof; that it will 
pay the rent as above stated; that it will perform all 
other terms and conditions of this lease which shall be 
considered covenants thereof. 

16. That if the Lessee shall have failed to pay the 
rent as hereinbefore provided, after ten days’ written 
notice of such default, or if the Lessee shall have violated 
any or either of the covenants herein contained, provided 
ten days’ notice of such violation shall have been given 
the Lessee, then upon the expiration of said notice, all 
other notice to quit being hereby expressly waived by the 

Lessee, this lease shall terminate and the Lessor, its 
105 successors and assigns, shall and may proceed to re¬ 
cover possession of said premises under the pro¬ 
visions of the Code of Law for the District of Columbia 
regulating proceedings between landlord and tenant. 

17. No waiver of one breach of any covenant herein 
shall be construed to be a waiver of the covenant itself, 
or of subsequent breaches thereof; and if any breach occur 
and afterwards be adjusted, this lease shall continue in 
full force as if no breach had occurred. 

18. If the Lessee shall remain in possession of the 
leased premises at the expiration of the term, with the 
consent of the Lessor, the Lessee shall become a tenant 
by the month upon the same terms and conditions contained 
in this lease. 

19. The Lessee is hereby granted the privilege, after 
the terms herein specified shall have run for one year, to 
remove not more than fifteen of the dwelling units herein 
from the operation and effect of this lease, upon giving 
two months’ written notice to that effect, and thereupon, 
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upon the expiration of said notice, the obligation and liabil¬ 
ity of the Lessee as to such dwelling units shall cease. 

IN WITNESS WHEREOF, the Lessor has caused this 
lease to be signed in its corporate name by Robert G. 
Weightman, its Vice President, and its corporate seal 
hereunto affixed, attested by Nathan Levin, its Secretary, 
and does hereby appoint Robert G. Weightman its attor¬ 
ney to deliver this lease and acknowledge the same, and the 
Lessee has caused this lease to be signed by its authorized 
representative, all on the day and year first hereinabove 
written. 

RIGGS DEVELOPMENT COMPANY 
By Robert G. Weightman 
Vice-President 

Attest: 

Nathan Levin 
Secretary 

THE GOVERNMENT PURCHASING COMMISSION 
OF THE SOVIET UNION IN THE U. S. A. 

By 

Deputy Chairman 
G. Gelikov 
Member 


• • • • 

107 IT IS THIS 2 day of November, 1945, agreed 
that the lease agreement, dated February 2, 1944, 
wherein RIGGS DEVELOPMENT COMPANY, is lessor 
and THE GOVERNMENT PURCHASING COMMIS¬ 
SION OF THE SOVIET UNION IN THE U. S. A. is 
lessee, covering the hereinafter described properties be 
and the same is hereby amended as follows: 

1. The lease as to the following properties shall expire 
on October 31st, 1945: 
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Premises 

Monthly Rental 

416 Peabody St., N. E. 

$65.00 

500 Peabody St., N. E. 

65.00 

417 Peabody St., N. E. 

62.50 

419 Peabody St., N. E. 

65.00 

503 Peabody St., N. E. 

62.50 

505 Peabody St., N. E. 

65.00 

511 Peabody St., N. E. 

62.50 

2. The lease as to the following properties shall expire 

on November 15,1945: 


Premises 

Monthly Rental 

409 Peabody St, N. E. 

$62.50 

411 Peabody St., N. E. 

65.00 

517 Peabody St., N. E. 

65.00 

3. The lease as to the following properties shall expire 

on June 4th, 1946: 

Premises 

Monthly Rental 

6020 Eastern Ave., N. E. 

$65.00 

6026 Eastern Ave., N. E. 

62.50 

6028 Eastern Ave., N. E. 

65.00 

408 Peabody St., N. E. 

65.00 

412 Peabody St., N. E. 

65.00 

420 Peabody St, N. E. 

65.00 

424 Peabody St., N. E. 

65.00 

508 Peabody St., N. E. 

65.00 

4. The lease as to the following properties shall expire 

on January 14th, 1946: 

Premises 

Monthly Rental 

407 Peabody St., N. E. 

$65.00 

415 Peabody St., N. E. 

65.00 

423 Peabody St., N. E. 

65.00 

425 Peabody St., N. E. 

62.50 

427 Peabody St., N. E. 

65.00 

501 Peabody St, N. E. 

65.00 
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108 5. As to the following properties the Lessee shall 

be a monthly tenant and is to give to the Lessor or 
his Agent at least 30 days notice of his intention to qnit 
the premises. 

Premises Monthly Rental 


509 Peabody St., 

N. 

E. 

$65.00 

513 Peabody St., 

N. 

E. 

65.00 

519 Peabody St., 

N. 

E. 

62.50 

521 Peabody St., 

N. 

E. 

65.00 

525 Peabody St., 

N. 

E. 

65.00 

527 Peabody St., 

N. 

E. 

65.00 


6. Notwithstanding the recitals in the lease specifying 
the gross rental for the aggregate properties, the rent 
shall continue on a monthly basis as specified for the in¬ 
dividual dwellings. 

7. Except as hereinabove amended the said lease shall 
continue, as to all its other terms and conditions, in full 
force and effect until termination. 

IN WITNESS WHEREOF, the Lessor has caused this 
Agreement to be signed in its corporate name by Robert 
G. Weightman, its Vice-President, and its corporate seal 
hereunto affixed, attested by Nathan Levin, its Secretary, 
and does hereby appoint Robert G. Weightman its attorney 
to deliver this agreement and acknowledge the same, and 
the Lessee has caused this agreement to be signed by its 
authorized representative, all on the day and year first 
hereinbefore written. 

RIGGS DEVELOPMENT COMPANY 
By Robert G. Weightman 
Vice-President 

Attest: 

Nathan Levin 
Secretary 

THE GOVERNMENT PURCHASING COMMISSION 
OF THE SOVIET UNION IN THE U. S. A. 

By 
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Statement of the Several Leases Entered Into By Biggs 
Development Company With Various Tenants. Photo¬ 
stats of the Original Leases Are Included in the Tram- 
script Filed in Tins Court 

Transcript Name of 


Page 

Tenant 

Date 

109 

Mnsolf 


110 

Wozney 

12/ 6/43 

111 

Hnnsaker 

i 

• 

• 

i 

• 

i 

• 

i 

i 

• 

• 

i 

• 

112 

Little 

__ TTTT , 

113 

Phillips 

-rTtwtM.,1, 

114 

Brown 

■■■■■■■■■a 

115 

Brennan 

2/14/45 

116 

Eckert 

2/15/46 

117 

Friis 

•••••••■•••••••a 

118 

Harris 


119 

Grafton 

2/20/45 

120 

Ottilis 


121 

Covington 

mmmmmmmmmmmmmrnwm 

122 

Adams 


123 

Bartlett, et al 


124 

Glick 

_ 

125 

Smith 


126 

Vessel 

9/18/45 

127 

Schwartz 


128 

Madaloin 


129 

Kangas 

• 

i 

■ 

i 

• 

• 

• 

• 

■ 

■ 

a 

i 

a 

a 

a 

130 

Potter 

_ 

131 

Jenney 

11/ 3/45 

132 

Bnttram 

4/ 8/46 

133 

Whitfield 

11/15/45 

134 

Van Meter 

... 

135 



136 

Richardson 


137 

Kanfman 

11/ 5/45 

138 

Klafter 


139 

Rennhack 
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140 

Gill 

, TT -, llir ,- 

141 

Riley 

11/ 7/45 

142 

Millard 

12/ 7/45 

143 

Fliss 

— 


• Tenancy by the month. 


Term 

12/15/43 -12/15/44 

Rent 

$62.50 

Address 

403 Qnackenbos NE 

12/15/43-12/15/44 

$65.00 

421 

yy 


yy 

2/ 1/44- 1/31/45 

$62.50 

410 

yy 


yy 

10/15/44 -10/15/45 

$62.50 

419 

yy 


yy 

10/15/44 -10/15/45 

$60.00 

411 

yy 


yy 

12/ 1/44 -11/30/45 

$65.00 

404 

yy 


yy 

2/15/45- 2/15/46 

$65.00 

405 

yy 


yy 

2/15/46- 2/15/47 

$65.00 

404 

yy 


yy 

12/15/43 -12/14/44 

$65.00 

425 

yy 


yy 

12/15/43 -12/14/44 

$62.50 

427 

yy 


yy 

3/ 1/45- 2/28/46 

$65.00 

429 

yy 


yy 

11/ 1/44-10/31/45 

$65.00 

6008 

Eastern Ave. NE 

2/ 1/44 - 1/31/45 

$65.00 

6012 

yy 

yy 

yy 

2/ 1/45 - 1/31/46 

$62.50 

6012 

yy 

yy 

yy 

2/15/44- 2/14/45 

$65.00 

6016 

yy 

yy 

yy 

1/15/44- 1/14/45 

$65.00 

6024 

yy 

yy 

yy 

2/ 1/44 - 1/31/45 

$65.00 

6035 

yy 

yy 

yy 

10/ 1/45 - 9/30/46 

$65.00 

6000 6th St. NE 


8/15/44- 8/14/45 

$65.00 

6002 

yy yy 

yy 


3/15/46- • 

$65.00 

6002 

yy yy 

yy 


2/ 1/44- 1/31/45 

$62.50 

402 Peabody St. NE 

1/ 1/46- * 

$65.00 

415 

yy 

yy 

yy 

11/15/45 -11/14/46 

$62.50 

417 

yy 

yy 

yy 

4/ 1/46 - 9/31/46 

$62.50 

417 


yy 

yy 

11/15/45 -11/14/46 

$65.00 

419 

yy 

yy 

yy 

5/ 1/44- 4/30/45 

$62.50 

418 

yy 

yy 

yy 

1/15/44- 1/14/45 

$62.50 

426 

yy 

yy 

yy 

1/ 1/46- • 

$65.00 

427 

yy 

yy 

yy 

11/15/45 -11/14/46 

$65.00 

500 

yy 

yy 

yy 

1/15/44- 1/14/45 

$62.50 

502 

yy 

yy 

yy 


i 
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1/15/44- 1/14/45 $65.00 504 
1/15/44- 1/14/45 $65.00 510 
11/15/45-11/14/46 $62.50 511 
12/15/45-12/14/46 $65.00 517 
1/ 1/46 - * $62.50 519 


144 Petitioner’s Exhibit No. 11 Received in Evidence. 

First Meeting of the Board of Directors of 
Riggs Development Company 

The first meeting of the Board of Directors of Riggs 
Development Company was held at the office of the Com¬ 
pany at 817 Ninth Street, Northwest, Washington, D. C., 
on the 24th day of March, 1943, at 4 o ’clock p.m. 

Present: Messrs. Levick, Weightman and Halper, con¬ 
stituting the whole Board. 

Mr. Levick acted as Chairman and Mr. Halper, Secretary 
of the meeting. 

The minutes of the first meeting of the Incorporators 
were read and approved. 

The following were unanimously elected officers of the 
Company to serve for one year and until their successors 
are elected and qualified: 

-Louis Levick — President 

Robert G. Weightman — Vice President 

and Treasurer 

Jacob N. Halper — Secretary. 

Upon motion duly made and seconded, it was unani¬ 
mously 

RESOLVED, that the seal presented at the meeting, an 
impression of which is directed to be made in the margin 
of the minute book, be, and the same hereby is, adopted as 
the seal of the corporation. 

Upon motion duly made and seconded, it was unani¬ 
mously 

145 RESOLVED, that the President and Secretary be, 
and they hereby are, authorized to issue certificates 


i 
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of stock in the forms submitted to this meeting to the sub¬ 
scribers in accordance with the subscription dated March 
24,1943, of Nathaniel J. Taube and Bose Levin, which was 
ordered spread upon the minutes. 

Upon motion duly made and seconded, it was unani¬ 
mously 

RESOLVED, that Robert G. Weightman, Vice President 
and Treasurer of the Riggs Development Company, is au¬ 
thorized and instructed to open a deposit account for and 
in the name of this corporation with the Security Savings 
and Commercial Bank, District of Columbia, and to deposit 
therein funds of this corporation and that said account may 
be drawn on only by check signed in the name of this cor¬ 
poration by Robert G. Weightman, Vice President and 
Treasurer, until further notice in writing to said Security 
Savings and Commercial Bank, and the said bank shall not 
be required, in any case, to make inquiry respecting the 
application of any instrument executed in virtue of this 
resolution or of the proceeds therefrom, nor be under any 
obligation to see to the application of such instrument or 
proceeds. 

Upon motion duly made and seconded, the following reso¬ 
lution was unanimously adopted: 

WHEREAS, Colonial Investment Company has offered 
to sell to this Company its contract rights with Brightwood 
Gardens, Inc. in and to the unimproved land in the District 
of Columbia described as the Joy property and part of 
Parcel 138/3 for the sum of $36,000.00, payable 
146 $15,000.00 in cash, the balance to be represented by a 

mortgage in the sum of $21,000.00, payable on or be¬ 
fore one year after date with interest at 5% per annum, 
and, 

WHEREAS, the said land is necessary and required for 
the purpose of promoting the building program of the Cor¬ 
poration, now, therefore, be it 

RESOLVED, that the Company acquire said contract 
rights and that the appropriate officers of the Company are 
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hereby authorized and directed to sign all instruments 
necessary to acquire said property, and to secure the pay¬ 
ment of the deferred purchase money. It was further or¬ 
dered that a copy of the contract be spread upon the min¬ 
utes. 

There being no further business the meeting adjourned. 

Jacob N. Halper 

Jacob N. Halper, Secretary 

Approved: 

Louis Levick 

Louis Levick, President 

Ratified and confirmed by holders of all the outstanding 
stock: 

Nathaniel J. Taube 
Nathaniel J. Taube 
Rose Levin 
Rose Levin 

147 Spedal Meeting of the Board of Directors of 

Riggs Development Company 

A special meeting of the Board of Directors was held 
at the office of the Company at 817 Ninth Street, Northwest, 
Washington, D. C., on the 25th day of May, 1943, at 4 
o’clock p.m. 

Present: Louis Levick, President; Robert G-. Weight- 
man, Vice President; and Jacob N. Halper, Secretary. 

Mr. Levick acted as Chairman and Mr. Halper Secretary 
of the meeting. 

The minutes of the first meeting of the Board of Direc¬ 
tors were read and approved. 

Upon motion duly made and seconded, the following 
resolution was unanimously adopted: 

WHEREAS, the sum of $403,000.00 is necessary and re¬ 
quired in order to promote the building program of the 
Company, and, 

WHEREAS, Gr. Roger Harvey has offered to lend the 
said amount upon the security of the first mortgage upon 
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the improvements to be erected on the land owned by the 
Company, now, therefore, be it 
RESOLVED, that the Company borrow the said sum of 
money as aforesaid, and the appropriate officers of the 
Company are authorized and directed to execute 142 prom¬ 
issory notes in sums ranging from $4,500.00 to $4,- 

148 750.00, payable on or before one year to the order of 
G. Roger Harvey, with interest at 4M>% per annum, 

payable semi-annually, and to execute and deliver to Joseph 
D. Eason and Robert T. Ankers, trustees, deeds of trust, in 
the said sums, separately secured on Lots 40, 45, 46, 47, 48 
and 49 in Square 3731, Lots 66 to 108 inclusive in Square 
3732, Lots 63 to 73 inclusive in Square 3733 and Lots 102 
to 112 inclusive in Square 3733, of the land owned by the 
Company in the District of Columbia. 

Upon motion duly made and seconded, it was unani¬ 
mously 

RESOLVED, that the appropriate officers of the Com¬ 
pany execute and deliver the Company’s promissory note 
in the sum of $21,000.00, payable to Brightwood Gardens, 
Inc., one year after date, with interest at 5% per annum, 

and to execute and deliver to_and_, 

trustees, a deed of trust on the unimproved land covered 
by the purchase contract from Colonial Investment Com¬ 
pany, to secure the payment of the deferred purchase 
money of the said land. 

Upon motion duly made and seconded, the following 
resolution was unanimously adopted: 

WHEREAS, $25,000.00 is necessary for the further 
prosecution of the building program of the Company, and, 
WHEREAS, N. B. Klein has offered to land the Com¬ 
pany the said amount, now, therefore, be it 
RESOLVED, that the appropriate officers of the Com¬ 
pany are hereby authorized and directed to borrow $25,- 
000.00 from N. B. Klein and to execute and deliver to 

149 said N. B. Klein the Company’s 5 promissory notes 
in the sum of $5,000.00 each, payable on or before one 
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year with interest at_%, and to execute and deliver to 

Janies B. Evans and Nathan Levin a deed of trust on Lots 
'50, 51 and 52 in Square 3731 and Lots 80 to 101 inclusive in 
Square 3733 to secure payment of said notes. 

There being no further business the meeting adjourned. 

Jacob N. Halper 

Jacob N. Halper, Secretary 

Approved: 

Louis Levick 

Louis Levick, President 

Ratified and confirmed by holders of all the outstanding 
stock: 

Nathaniel J. Taube 
Nathaniel J. Taube 
Rose Levin 
Rose Levin 
Carmen M. Evans 
Carmen M. Evans 

150 Spedal Meeting of the Board of Directors of 
Riggs Development Company 

A special meeting of the Board of Directors of the Riggs 
Development Company was held at the office of the Com¬ 
pany at 817 Ninth Street, Northwest, Washington, D. C., 
on January 16,1944, at 4 o’clock p.m. 

Present: Louis Levick, President; Robert G. Weight- 
man, Vice President; and Jacob N. Halper, Secretary. 

Mr. Levick presided as Chairman and Jacob N. Halper 
as Secretary of the meeting. 

The Chairman presented the resignation of Louis Levick 
as president and of Jacob N. Halper as secretary, effective 
when accepted by the Board of Directors. Upon motion 
duly made and seconded the resignations were duly ac¬ 
cepted, effective this date. 

Upon motion duly made and seconded Nathaniel J. 
Taube was elected president to succeed Louis Levick, re¬ 
signed, and Nathan Levin was elected secretary to succeed 
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Jacob N. Halper, resigned, and Jacob N. Halper was elected 
assistant secretary, all such officers to serve until the next 
annual meeting of the Stockholders, or until their succes¬ 
sors shall be elected and qualified. 

The president also presented the resignation of Louis 
Levick and Jacob N. Halper as Directors, effective when 
accepted by the Board of Directors. Upon motion duly 
made and seconded the said resignations were accepted 
effective this date. 

• • • • 

156 Upon motion duly made and seconded, Nathaniel 
J. Taube and Nathan Levin were elected Directors 
to succeed Louis Levick and Jacob N. Halper, resigned. 

Upon motion duly made and second, the following reso¬ 
lution was unanimously adopted: 

WHEREAS, the sum of $172,800.00 is necessary in or¬ 
der to pay outstanding debts, representing money borrowed 
for construction purposes, payment of which is secured on 
the land and improvements owned by the Company, and, 

WHEREAS, Shenandoah Life Insurance Company, Inc*, 
has offered to lend the Company the said amount, now, 
therefore, be it 

RESOLVED, that the appropriate officers of the Com¬ 
pany are authorized and directed to borrow the sum of 
$172,800.00 from the Shenandoah Life Insurance Company, 
Inc., and to execute and deliver to it 32 separate promissory 
notes in the sum of $5,400.00 each, payable in equal monthly 
installments of $30.02, beginning March 1, 1944, with in¬ 
terest at 4y 2 % per annum and to execute and deliver to 
R. S. Leftwich, A. Gr. Decker and W. R. Kelley, trustees, 
separate deeds of trust to secure payment of said notes, to 
be separately secured on Lots 40, 45, 46, 47, 48 and 49 in 
Square 3731 and Lots 81 to 106 inclusive in Square 3732 of 
the land owned by the Company in the District of Columbia. 

Upon motion duly made and seconded, it was unani¬ 
mously 
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RESOLVED, that the Corporation enter into a lease to 
be dated February 2, 1944 whereby the Company grants 
to the 

• • * • 

157 Special Meeting of the Board of Directors of 

Riggs Development Company 

A special meeting of the Board of Directors of the Riggs 
Development Company was held at the office of the Com¬ 
pany at 817 Ninth Street, Northwest, Washington, D. C., 
on March 17,1944, at 4 o’clock p.m. 

Present: Nathaniel J. Taube, President; Robert G. 
Weightman, Vice President; and Nathan Levin, Secretary. 

Mr. Taube presided as Chairman and Mr. Levin acted as 
Secretary of the meeting. 

Upon motion duly made and seconded, the following 
resolution was unanimously adopted: 

WHEREAS, $210,600, is necessary in order to carry on 
the business of the Corporation and to promote its building 
program, and, 

WHEREAS, Shenandoah Life Insurance Company, Inc., 
has offered to lend the same amount to the Company, now, 
therefore, be it 

RESOLVED, that the appropriate officers of the Com¬ 
pany are hereby authorized and directed to execute and 
deliver the Company’s 39 separate promissory notes each 
in the sum of $5400.00, payable to Shenandoah Life Insur¬ 
ance Company, Inc. at % per annum in equal monthly 
installments of $ and to secure payment of said notes, 
to execute and deliver to A. G. Decker, R. S. Leftwich 

158 and W. R. Kelley 39 deeds of trust separately se¬ 
cured on Lots 66 to 80 inclusive and Lots 107 and 

108 in Square 3732 and Lots 63 to 73 inclusive and Lots 102 
to 112 inclusive in Square 3733, being the real estate owned 
by the Corporation in the District of Columbia. 

There being no further business the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secretary 
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Approved: 

Nathaniel J. Taube 
Nathaniel J. Taube, President 

Ratified and confirmed by holders of all the outstanding 
stock: 

Nathaniel J. Taube 
Nathaniel J. Taube . 

Rose Levin 
Rose Levin 
Carmen M. Evans 
Carmen M. Evans 

159 Spedal Meeting of the Board of Directors of 

The Riggs Development Company 

A special meeting of the Board of Directors of Riggs 
Development Company was held on the 3rd day of June, 
1946, at 10:00 o ’clock, a.m., at the office of the company at 
817 Ninth Street, N. W., Washington, D. C. 

Present: Nathaniel J. Taube, James B. Evans and Na¬ 
than Levin, constituting the whole Board. 

Mr. Taube presided and Mr. Levin acted as Secretary. 

Upon motion duly made and seconded, the following 
resolution was unanimously adopted: 

WHEREAS, in the opinion of the Board of Directors, it 
is desirable at this time to sell the real property owned 
by the corporation located in the District of Columbia and 
more particularly described below: 

401, 403, 407, 409, 411, 415, 417, 419, 423, 425, 427, 509, 
511, 513, 517, 519, 521, 525, 527, 400, 402, 404, 408, 410, 
412, 416, 418, 420, 424, 426, 428, 500, 502, 504, 508, 510 
Peabody Street, N.E.; 400, 402, 404, 408, 410, 412, 401, 
403,405,409,411,413,417,419,421,425,427,429 Quack- 
enbos Street, N.E.; 6008, 6010, 6012, 6016, 6018, 6020, 
6024, 6026,6028,6032,6034,6036 Eastern Avenue, N.E.; 
and 6000, 6002 Sixth Street, N. E., now therefore be it 
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RESOLVED, that the President and the Secretary be 
and they hereby are authorized, empowered and directed to 
sell for the best price obtainable, and upon such terms and 
conditions as they shall deem for the best interests of this 
corporation, the certain real property owned by the cor¬ 
poration and described above. 

160 And be it further 

RESOLVED, that the said officers be and they 
hereby are authorized and empowered to enter into such 
agreements of sale as may be necessary to carry out the 
sale of the said property and to consummate such sale by 
executing and delivering a deed to the property for and on 
behalf of and under the seal of this corporation. 

There being no further business, the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secretary 

Approved: 

Nathaniel J. Taube 
Nathaniel J. Taube, President 
Ratified and confirmed by holders of all the outstanding 
stock: 

Nathaniel J. Taube 
Nathaniel J. Taube 
Rose Levin 
Rose Levin 
Carmen M. Evans 
Carmen M. Evans 

161 Special Meeting of the Board of Directors of 

The Riggs Development Company 

A special meeting of the Board of Directors of The Riggs 
Development Company was held on the 10th day of Febru¬ 
ary, 1947, at 10:00 o ’clock, a.m. at the office of the company 
at 817 Ninth Street, N.W., Washington, D. C. 

Present: Nathaniel J. Taube, James B. Evans and Na¬ 
than Levin, constituting the whole Board. 

Mr. Taube presided and Mr. Levin acted as Secretary. 
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Upon motion duly made and seconded, the following 
resolution was unanimously adopted: 

WHEREAS, by resolution passed by the Board of Di¬ 
rectors on the 3rd day of June, 1946, the real estate owned 
by the corporation and described as follows: 

Nos. 401, 403, 407, 409, 411, 415, 417, 419, 423, 425, 427, 
509, 511, 513, 517, 519, 521, 525, 527, 400, 402, 404, 408, 
410, 412, 416, 418, 420, 424, 426, 428, 500, 502, 504, 508, 
510 Peabody Street, N.E.; 400, 402, 404, 408, 419, 412, 
401, 403, 405, 409, 411, 413, 417, 419, 421, 425, 427, 429 
Quackenbos Street, N.E.; 6008, 6010, 6012, 6016, 6018, 
6020, 6024, 6026, 6028, 6032, 6034, 6036 Eastern Avenue, 
N.E.; and 6000, 6002 Sixth Street, N. E. was author¬ 
ized to be sold, and 

WHEREAS, the appropriate officers of the corporation 
have entered into agreements for the sale of the several 
properties described above, to various persons upon fixed 
terms and conditions, and, pursuant to the authority 
162 vested in them, have executed deeds of conveyance 
covering the said properties, according to a state¬ 
ment exhibited to this meeting, showing the name of the 
purchaser, the description of the property, the sales price 
and other data, now therefore, be it 

RESOLVED that the sale of the said several properties 
by the officers of this corporation, and the execution of the 
necessary deeds of conveyance, and the settlement of the 
accounts covering said sales by the said officers, be and the 
same hereby are fully ratified and confirmed as the act of 
the corporation. 

And be it further 

RESOLVED, that said statement as identified above be 
filed with the records of this meeting. 

There being no further business, the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secretary 
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Approved: 

Nathaniel J. Taube 
Nathaniel J. Tanbe, President 
Ratified and confirmed by holders of all the outstanding 
stock: 

Nathaniel J. Tanbe 
Nathaniel J. Tanbe 
Rose Levin 
Rose Levin 
Carmen M. Evans 
Carmen M. Evans 
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Colonial Mortgage Corporation, 
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District of Columbia, 
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Petition for Review of Decision of the Board of 
Tax Appeals for the District of Columbia 
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1 Filed Jul 14 1948 Board of Tax Appeals 
for the District of Columbia 

BOARD OF TAX APPEALS FOB THE 
DISTRICT OF COLUMBIA 
Docket No. 1102 

Colonial Mortgage Corporation, 
a corporation, 

formerly known as Dexter Realty Co., Inc. 

Petitioner 

vs. 

District of Columbia, 

Respondent 

Petition 

The above named petitioner petitions for a cancellation 
of an assessment of taxes against it and alleges as follows: 

1. The petitioner is a corporation of the State of Mary¬ 
land with its principal office at 817 9th Street, N.W., Wash¬ 
ington, D. C. In October 1947 the Petitioner changed its 
corporate name, by appropriate charter amendment from 
Dexter Realty Co., Inc., to Colonial Mortgage Corporation. 

2. The tax in controversy is an income tax for the cal¬ 
endar year 1946 in the amount of $7,396.56, plus interest 
thereon, all of which is in dispute. 

3. The notice of assessment (statement of taxes due) 
was dated April 19, 1948 and the tax of $7,396.56 plus in¬ 
terest thereon of $1,126.72 was paid by Petitioner under 
protest in writing on July 12, 1948, as will appear in the 
copy of the notice of assessment, hereto attached as Ex¬ 
hibit A-l, Exhibit A-2 and Exhibit A-3. 

4. The assessment of the tax set forth on the notice of 
assessment is based upon the following errors: 

(a) The Respondent erred in increasing Petitioner’s 
net income by the amount of $104,455.28 for “Gain on sale 
of real estate”. 
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(b) The Respondent erred in increasing Petitioner’s 
net income by the amount of $50,000.00 for “Estimated 
cost of repairs”. 

2 5. The facts upon which the Petitioner relies as 

the basis of this proceeding are as follows: 

(a) The Petitioner was organized under the laws of the 
State of Maryland on June 27, 1941, and reports for tax 
purposes on the basis of a calendar year. 

(b) During February 1942 the Petitioner acquired a 
tract of land in the District of Columbia to be used as a 
site for the construction of individual unit houses for 
rental purposes to provide a source of rental income. The 
Petitioner constructed 88 houses which were immediately 
upon completion in the early part of the year 1943, rented 
to tenants. 

(c) During the year 1943 the corporation acquired 
25% of its outstanding stock held by one stockholder and 
deeded to that stockholder 21 of the 88 houses. It was not 
practicable, because of the layout of this housing develop¬ 
ment, to convey to that stockholder 22 houses (one-fourth 
of the 88 houses owned). The Petitioner therefore paid 
that stockholder $800.00 in cash as the value of the equity 
in one house. 

(d) Rent income from the houses owned and rented by 
Petitioner was reported for tax purposes as follows: 

Calendar year 1943 $35,704.76 

Calendar year 1944 $41,695.98 

Calendar year 1945 $38,777.75 

Calendar year 1946 $19,034.18 

(e) During the calendar year 1946 the Petitioner de¬ 
cided, because of unprecedented market conditions, to 
dispose of the houses owned by it, and 66 of the houses were 
sold during that calendar year at a gain of $104,455.28. 
These houses were sold to individual purchasers. 

(f) As originally constructed, these houses were serv¬ 
iced by sewer and water mains and were separated by 
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party walls, which although permitted as an emergency 
measure while the houses were under a common ownership, 
did not conform to District of Columbia building reg- 
3 ulations. Petitioner thereupon agreed with the Dis¬ 
trict of Columbia that if the houses should be sold to 
individual owners, the above conditions affecting sewer and 
water service and party walls, would be corrected to meet 
District of Columbia regulations. 

(g) Pursuant to its obligation to conform to the re¬ 
quirements of the District of Columbia as a condition to the 
sale of the houses, as set forth in paragraph 5(f), the Peti¬ 
tioner estimated that the cost to be borne by it would not 
exceed $50,000.00. In computing the amount of gain of 
$104,455.28, as referred to in paragraph 5(e), the Petitioner 
included as part of the cost the sum of $50,000.00. 

(h) The work required to be performed by Petitioner 
pursuant to its obligation as set forth in paragraph 5(f) 
has not yet been completed and the actual cost to be in¬ 
curred is not definitely known at this time. 

(i) In its income tax return filed for the calendar year 
1946, the Petitioner reported as a capital gain from the 
sale of these houses the amount of $104,455.28 as not being 
recognized in the computation of net income. 

(j) The Petitioner was not engaged in the real estate 
business and the real estate referred to herein was acquird 
and held for investment purposes solely. 

WHEREFORE, the Petitioner prays that this Board 
may hear the proceeding and: 

1. Cancel the deficiency assessed and order a refund to 
Petitioner of $7,396.56 with interest paid thereon, together 
with interest on such overpayment from the date of pay¬ 
ment. 

2. Grant such other and further relief as the Board may 
deem proper. 

Colonial Mortgage Corporation 
By Nathan Levin 
Nathan Levin, Secretary 
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Jacob N. Halper • 

Jacob N. Halper 
1511K Street, N. W. 

Charles Kershenbaum 
Charles Kershenbaum 
Southern Building 

Attorneys for Petitioner, Washington, D. C. 

• • • • 

5 Exhibit A-l 

GOVERNMENT OF THE DISTRICT OF 
COLUMBIA 

OFFICE OF THE ASSESSOR 


INCOME AND FRANCHISE TAX DIVISION 
DISTRICT BUILDING 
14th and E STREETS, N.W. 
WASHINGTON 4, D. C. 

REGISTERED LETTER 
RETURN RECEIPT REQUESTED 

February 20,1948 
Re: File #5521 

Dexter Realty Company, Inc. 

817 9th Street, N.W. 

Washington, D. C. 

Gentlemen:' 

The examination by this office of your income and/or 
franchise tax retum(s) for the year(s) ended December 
31,1946 indicates that the adjustment of your tax liability, 
as shown in the accompanying statement, is warranted. 

IF YOU AGREE to the adjustment in tax as shown in 
the accompanying statement, the enclosed form of waiver 
should be executed and forwarded to this office promptly, 
in order to permit the early assessment of the additional 
tax and to stop the accumulation of interest. Interest will 
cease, as of date of assessment, upon payment of amount 
due to the Collector of Taxes, D. C., within ten (10) days 
from date of assessment. 
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IF YOU DO NOT AGREE to the proposed adjust¬ 
ment, you may file a protest with this office, within thirty 
(30) days from the date of this letter, stating the grounds 
for your exceptions. Any protest so filed will have careful 
consideration and, if you so request, an opportunity for 
a hearing in this office will be granted you prior to final 
determination of any deficiency in tax against you. 

Should you fail to file either the enclosed form of waiver 
or a written protest with this office within the thirty-day 
period mentioned, final determination of your tax liability 
will be made and note and demand will be sent you in 
accordance with the provisions of law applicable to the 
assessment and collection of income and/or franchise tax 
deficiencies. 

Yours very truly, 

/s/ A. F. Brooke 
/s/ A. F. Brooke 
Assistant Administrator 
Income and Franchise Tax Division 

Enclosures: 

Statement. 

Form of Waiver. 

• • * • 

6 Dexter Realty Company, Inc. 

817 - 9th Street, N. W. 

Washington, D. C. 

Calendar Year 1946 

Net income reported $5,051.01 

Add - Gain on sale of real estate $104,455.28 
Estimated cost of recondi¬ 
tioning houses 20,077.82 

Estimated cost of repairs 50,000.00 174,533.10 


Adjusted net income 
Tax @ 5% 

Less tax reported 


$169,482.09 

$8,474.10 

none 


Deficiency 


$8,474.10 
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It is the opinion of this office that these houses were 
held primarily for sale to customers in the ordinary 
course of trade or business. 

7 Exhibit A-2 

Dexter Realty Company, Inc. 

817 9th Street, N. W. 

Washington, D. C. 

Calendar Year 1946 

Adjusted net income, per notice of deficiency 

dated 2/20/48 $169,482.09 

Less: Cost of reconditioning houses, per 

protest dated 3/19/48 21,550.83 


Revised adjusted net income $147,931.26 

Tax @ 5% (Deficiency) 7,396.56 
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Exhibit A-3 


First Half 
Second Half 
Both Halves 
Unpaid 
Balance 
Deficiency x 


1946 —INCOME TAX —1946 
Government of the District of Columbia 
Office of the Assessor, D. C. 

Credit 1947 Levy 
Date of Assessment - 4-19-48 


CREDIT 

1947 

LEVY 


Name Total Tax 

Dexter Realty Co., Inc. x 7£96.56 

817 9th Street, N. W. • 89731 

City 7H 3159 • Interest from 4-15-47 to Payment Due 

4-19-48 @ 1% per month. 8£93.87 

Interest on payment due at the rate of 1% per month must 
be added if not paid on or before 4-29-48 
Interest at rate of 1% per month from 4-19-48 

to 7-12-48 229.41 

Total Payment Due 8£2338 

Credit: 9020 Income Tax 
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Send remittance with both copies of this notice to the 
COLLECTOR OF TAXES, D. C., payable to his order. 

If receipt is desired, enclose stamped self addressed en¬ 
velope. 

Jnly 12 - 48 061 E Chk 8,523.28 
PAID — Collector of Taxes, D. C. 

9 Filed Nov 23 1948 Board of Tax Appeals 

for the District of Columbia 

Appeal from assessment of deficiency in income tax 

for 1946. 

Findings of Fact and Conclusions of Law 
Findings of Fact 

1. Petitioner, Colonial Mortgage Corporation, a Mary¬ 
land corporation, was organized June 27, 1941 under the 
name of Dexter Realty Company, Inc. In the latter part 
of 1947 its name was changed to Colonial Mortgage Cor¬ 
poration. 

2. Its capital stock consisted of 1,000 shares of the 
par value of $10 each. By its charter it was authorized, 
among other things, to buy, sell, exchange, lease, sublease, 
and otherwise acquire, hold, own, maintain, control, work, 
develop, improve, alter, manage, rent, deal in, and other¬ 
wise turn to account improved and unimproved real estate, 
and to develop, improve, survey, and subdivide unimproved 
land. 

3. On February 25, 1942, pursuant to a contract which 
had been entered into about a year before the war by 
the promoters of petitioner, petitioner acquired a tract of 
vacant land in the District of Columbia. 

4. On August 14,1921, petitioner entered into an agree¬ 
ment with the District of Columbia which recited that 

whereas petitioner desired to obtain permission to 

10 install one or more common sewers and one or more 
common water services for the improvements to be 
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erected, and to sub-divide the improvements with six-inch 
non-bearing partitions for rental purposes, petitioner 
covenanted and agreed that before any subdivision be 
made or any part divided by metes and bounds, separate 
sewer and water connections would be made to each indi¬ 
vidual unit of such improvements, and that party walls 
for such subdivisions would be in compliance with the Dis¬ 
trict of Columbia Building Code. 

5. At about the same time, the directors authorized the 
construction of 88 housing units on said land, and peti¬ 
tioner borrowed from various persons a total of $425,800, 
repayable in six months and separately secured by deeds 
of trust on various parcels of the tract. 

6. Under a priorities system then being administered 
by the War Production Board by reason of the war emer¬ 
gency then existing, in order to obtain the priorities neces¬ 
sary for petitioner to obtain the required building ma¬ 
terials, and to obtain permanent financing through the 
Federal Housing Administration, petitioner agreed with 
the War Production Board and the Federal Housing Ad¬ 
ministration that the dwellings would be designed for. 
rental and retained for the duration of the emergency 
as rental property at a rental fixed by the War Produc¬ 
tion Board. 

7. Petitioner proceeded with the construction of 88 
dwelling units, consisting of 88 two-story five room dwell¬ 
ing houses, each consisting of living room, dining room, 
kitchen, two bedrooms and bath. They were row houses 
in several groups. 

8. The construction was completed shortly prior to June 
24, 1943, and on that date petitioner obtained 88 loans 
of $5,400 each, separately secured by deeds of trust on 

each of the 88 houses, each note bearing interest at 
11 the rate of 4*4% per annum, and payable in monthly 
installments, including principal and interest, of 
$30.02, the balance due on July 1, 1968, to become payable 
on that date. Upon the completion of the dwellings, peti- 
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tioner rented all of them to various occupants, with the 
exception of one, in which they installed a caretaker. 

9. In October, 1943, one Selma Freedman, who owned 
one-fourth of petitioner’s stock, sold her stock to the peti¬ 
tioner for 21 of the dwelling units and $800 in cash. Peti¬ 
tioner continued with the renting of the remaining 67 units 
until they were sold as hereinafter stated. The results of 
the rentals were as follows: 


1943 

Loss 

$5,763.60 

1944 

Profit 

2,155.22 

1945 

Loss 

1,611.41 


In 1944 petitioner unsuccessfully attempted to obtain from 
the District of Columbia Administrator of Bent Control, 
a maximum rent ceiling higher than $52.50. 

10. The restrictions imposed by the War Production 
Board and subject to which petitioner had constructed 
these houses, were removed on October 15, 1945, and the 
Servicemen’s Readjustment Act of 1924 (58 Stat. 284 ; 38 
U. S. C. chap. 11c), (popularly known as the “G. I. Bill 
of Rights”) facilitating the financing of homes purchased 
by veterans, was liberalized by the Act of December 28, 
1945, (59 Stat 628 ; 38 U. S. C. 694-a), thereby facilitating 
the financing and purchasing of homes by veterans, pro¬ 
vided that the price paid or to be paid did not exceed the 
value thereof, as determined by an appraiser designated 
by the Administrator of the Veterans Administration. 
Such appraisement of petitioner’s houses was made at a 
price which petitioner’s directors considered adequate, 
and on April 24, 1946, the Board of Directors, by resolu¬ 
tion, authorized its president and the secretary to sell peti¬ 
tioner’s real property for the best price obtainable, 
upon such terms and conditions as they should deem 
12 for the best interests of petitioner, and to consum¬ 
mate such sales by delivery of deeds of conveyance. 
Pursuant to this resolution, all the houses except one were 
sold to individual purchasers between June 5, 1946 and 
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August 20, 1946. The remaining-house was occupied by 
the manager of the project and was sold in 1947 as soon 
as petitioner found a place for him to live. Petitioner had 
no sales force or sales facilities, and all of its sales were 
negotiated by Colonial Investment Corporation, an affiliate, 
as its agent. 

11. On December 1, 1946, in a civil action then pend¬ 
ing in the District Court of the United States for the 
District of Columbia, wherein the District of Columbia and 
others were plaintiffs, and the petitioner and Freedman 
and others were defendants, a stipulation was made by 
which petitioner and Freedman agreed to pay the costs 
customarily assessed for the installation of a certain public 
sewer and water main to be installed in the tract to pro¬ 
vide sewer and water service to certain of the houses, so 
that each such house could be connected in accordance 
with District regulations by sewer and water laterals to 
the public sewer and water main, to service each individual 
dwelling, and to install at their own expense, individual 
sewer and water laterals for each of such houses, and fur¬ 
ther agreed to do certain paving, and to make certain 
changes on the buildings of a fire-protective nature. None 
of this work was done in 1946, but petitioner set up a 
reserve of $50,000 therefor in that year. The work was 
done during 1947, at a cost to petitioner of $23,843.68. 

12. From the time of its organization to and including 
1946, petitioner was not engaged in any activity except the 
acquisition, construction, rentals and sales hereinbefore 

referred to, and the financing thereof, and other 
13 activities incident thereto. 

13. Petitioner’s gain from the sale of these prop¬ 
erties, without taking into consideration the expenditure 
of $23,843.68 referred to in finding No. 11, was $152,982.01. 

14. In its income-tax return for 1946, petitioner re¬ 
ported the gain on the sales as a gain on the sale of capital 
assets, and did not include it in its computation of taxable 
income. The Assessor held that the houses were held 
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primarily for sale to customers in the ordinary course of 
trade or business, recomputed petitioner’s net income by 
adding thereto the sum of $152,982.01, and on April 19, 
1948 made a deficiency assessment by reason thereof of 
$7,396.56. On July 12,1948, petitioner paid the amount of 
the deficiency plus $1,126.72 interest, a total of $8,523.28. 
On July 14, 1948, petitioner appealed from the assessment 
upon the ground that the income received by it from the 
sale of the properties resulted from the sale of capital 
assets with the meaning of the District of Columbia In¬ 
come Tax Act. 

15. The properties sold by petitioner during 1946 were 
at and prior to the times of the sales thereof, held by 
petitioner primarily for sale to customers in the ordinary 
course of its trade or business. 

Conclusions of Law 

1. The sales of petitioner’s properties were not sales 
of capital assets within the meaning of Sec. 6(a) of the 
District of Columbia Revenue Act of 1939, 53 Stat. 1091 
(D. C. Code 1940 sec. 47-1506-a), and the gains from such 
sales were subject to the income tax imposed by the Dis¬ 
trict of Columbia Revenue Act of 1939. 

2. The cost of the properties to petitioner should be 
increased by $23,843.68, being the cost of the work re¬ 
ferred to in Finding of Fact No. 11, and the gain should 
therefore be reduced by that amount. 

Decision will be entered under Rule 33. 

Lawrence Koenigsberger, 
Lawrence Koenigsberger, 
Member Sole, 

Board of Tax Appeals for the 
District of Columbia. 
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14 Filed Nov 23 1948 Board of Tax Appeals 

for the District of Columbia 

Memorandum 

The evidence in these cases was not such as to justify 
a fin d in g as to the purposes for which the tracts of land 
upon which the houses were constructed by petitioners, 
were originally acquired. The evidence makes it clear that 
the buildings were erected thereon with the intention of 
holding and renting them during the period during which 
the wartime restrictions would be in force. The evidence 
is not sufficient to lead to a conclusion as to what the in¬ 
tentions of petitioners were in regard to continuing to hold 
or to sell the properties after the removal of these restric¬ 
tions. 

These two points upon which there is not sufficient evi¬ 
dence to base a finding, are not the controlling factors. 
While the purpose and method of acquisition of property 
has evidentiary value in the determination of the purpose 
for which it is held at the time of sale, it is not conclusive. 
The ultimate fact for determination is whether or not at 
and about the time of the sale the property was held 

15 primarily for sale to customers in the ordinary 
course of trade or business. The original idea in the 

acquisition of property may be abandoned Hollin v. TJmted 
States, 57 F. Supp. 217. For example, where a taxpayer 
acquired real estate for the purpose of raising vegetables 
thereon and subsequently conveyed it for subdivision and 
sale, it was held to be not a capital asset, Richards v. Com¬ 
missioner, 81 F. (2d) 369 y and where a taxpayer inherited 
a tract of land and sold it to an operator who sub-divided 
it into lots for sale and then defaulted, whereupon the tax¬ 
payer engaged a sales agent who sold a large number of 
lots in the course of several years, in order to liquidate the 
inheritance, the profits of these sales were held to be tax¬ 
able as ordinary and not capital gains, Ehrman v. Commis¬ 
sioner, 120 F. (2d) 607. 
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The Assessor of the District is directed by section 29 (a) 
of the Revenue Act of 1939 (D. C. Code 1940 sec. 47-1529-a) 
to apply as far as practicable the administration and judi¬ 
cial interpretations of the Federal income tax law. While 
the applicable portion of the District law is the same as the 
applicable portion of the Federal law, there are no Federal 
interpretations of the Federal law directly in point and 
no rulings by the Federal authorities seem to have been 
made in similar situations up to this time, 482 C. C. E. 
Standard Federal Tax Reports, par. 865.191. Cases more 
or less analogous and favoring the contentions here made 
by the petitioners are Phipps v. Commissioner, 54 F. (2d) 
469; Cullen v. United States, 57 F. Supp. 217; Fahs v. 
Crawford, 161 F. (2d) 315; Foran v. Commissioner, 165 F. 
(2d) 705; Pope v. Commissioner, 77 F. (2d) 599; Slack, 35 
TJ. S. B. T. A. 271; Farley, 72 C 198. Cases more or less 
supporting the contention of the respondent are Gruver v. 
Commissioner, 142 F. (2d) 363; Oliver v. Commissioner, 
138 F. (2d) 910; Richards v. Commissioner, 81 F. (2d) 
369. 

16 There being no binding Federal authority, in 
point, and the most nearly analogous cases not being 
reconcilable with each other, this decision gives effect of 
what seems to this Board to be the proper interpretation 
of the applicable local statute, and holds that properties 
were not capital assets within the meaning of section 6(a) 
of the District of Columbia Revenue Act of 1939 (Code sec. 
47-1506-a). 

At the time of the sale by Colonial Mortgage Corporation 
of its properties in 1946, it was under obligation to make 
certain improvements with regard to sewer and water con¬ 
nections, and party walls. It set up a reserve of $50,000 
for the cost of this work. The work was done in 1947, at a 
cost to that petitioner of $23,843.68. This latter amount 
should have been added to the cost of the properties in de¬ 
termining the gain on the sales, Birdneck Realty Corpora¬ 
tion, 25 U. S. B. T. A. 1084; Cambria Development Co., 34 
U.S. 
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The assessment against Colonial Mortgage Corporation 
will be affirmed, except to the extent that it will be reduced 
as the result of the increase in cost by the $23,843.68 for im¬ 
provements. 

The assessment against Riggs Development Company 
will be affirmed. 

Lawrence Koenigsberger 
Lawrence Koenigsberger, 
Member Sole, 

Board of Tax Appeals for 
the District of Columbia 

17 Filed Jan 27 1949 Board of Tax Appeals 
For the District of Columbia 

Decision 

This proceeding came on to be heard upon the petition 
filed herein; and upon consideration thereof, and of the evi¬ 
dence adduced at the hearing on said petition, and of the 
computation filed herein, it is, by the Board, this 27th day 
of January, 1949, 

ADJUDGED AND DETERMINED, That the assess¬ 
ment of income tax and interest against the petitioner, 
Colonial Mortgage Corporation, for the calendar year 1946, 
should be reduced by $1,373.69. 

Said petitioner is entitled to a relund of said amount. 

Lawrence Koenigsberger 
Lawrence Koenigsberger, 
Member Sole, 

Board of Tax Appeals for 
the District of Columbia. 
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18 Filed Feb 10, 1949 Board of Tax Appeals 
for the District of Columbia 

Petition of Taxpayer for Review by the United States 
Court of Appeals for the District of Columbia of a 
Decision by the Board of Tax Appeals for the District 
of Columbia. 

The taxpayer, the petitioner in this cause, by Jacob N. 
Halper and Charles Kershenbaum, counsel, hereby files its 
petition for review by the United States Court of Appeals 
for the District of Columbia Circuit of the decision of the 
Board of Tax Appeals for the District of Columbia ren¬ 
dered January 27, 1949, determining that an income tax 
was lawfully assessed against the petitioner by the As¬ 
sessor of the District of Columbia and collected from it by 
the Collector of Taxes for the District of Columbia for 
the Calendar year ended December 31,1946, in the amount 
of $7,149.59. 

L 

The petitioner is a corporation organized under the laws 
of the State of Maryland and having its principal place of 
business in the District of Columbia. 

n. 

(a) The controversy involves the question of the proper 
interpretation of Section 6(a) of the District of Columbia 
Revenue Act of 1939 (Code Section 47-1506(a)) and the 
validity of the assessment and collection by the assessing 
and collecting authorities of the District of Columbia of 
an income tax for the calendar year ended December 31, 
1946. 

(b) The petitioner, upon its organization, ac- 
19 quired an unimproved tract of land which it im¬ 
mediately improved by the construction of eighty- 
eight dwelling houses. Immediately upon completion in 
1943, the houses were rented, with the exception of one in 
which a caretaker was installed. In October, 1943, one 
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Selma Freedman, who owned one-fourth of petitioner’s 
stock, sold her stock to petitioner for twenty-one of the 
dwelling units and $800. in cash. Petitioner continued to 
rent the remaining houses. During the calendar year 1946 
because of unprecedented market conditions, the petitioner 
decided to and did sell the remaining sixty-seven houses 
at a profit Outside of the acquisition of the land, the con¬ 
struction of the buildings and the collection of rents, the 
petitioner engaged in no other activity until the final sale 
of its property. 

(c) In its income tax return filed for the calendar 
year 1946, the petitioner reported the gain on the sale of 
the sixty-seven houses as a capital gain and, therefore, not 
recognizable in the computation of net income. The 
Assessor of the District of Columbia held that this gain 
was subject to an income tax since the property was held 
by the taxpayer for sale in the ordinary course of its trade 
or business, and accordingly recomputed the petitioner’s 
net income, by treating the gain as income and thereupon 
made a deficiency assessment by reason thereof amounting 
to $7,149.59. Due notice thereof was given to petitioner. 
Petitioner paid the tax to the Collector of Taxes of the 
District of Columbia under protest in writing on July 12, 
1948, and appealed from said assessment to the Board 
of Tax Appeals. 

m. 

The petitioner being aggrieved by the findings of fact 
and conclusion of law contained in said findings and opin¬ 
ion of the Board of Tax Appeals, and by its decision 
20 entered in pursuance thereto desires to obtain a re¬ 
view thereof by the United States Court of Appeals 
for the District of Columbia. 

Jacob N. Halper 
Jacob N. Halper 
Charles Kershenbaum 
Charles Kershenbaum 

• • • • 
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37 Nathaniel J. Taube 

was called as a witness on behalf of the Petitioner, 
and, being first duly sworn by the Board, testified as 
follows: 

• • • • 

BY MR. HALPER: 

38 Q What is your present connection with the Cor¬ 
poration? A I am President of the Company. 

• * • • 

A I was President when it was formed and ever since 
its existence. 

• • • • 

40 MR. HALPER: The corporation was incorpora¬ 
ted under the laws of the State of Maryland. 

• • • • 

MR. HALPER: According to the certificate of incor¬ 
poration, the Corporation was incorporated on Jnne 27, 
1941. 

• • • • 

Q Now, Mr. Tanbe, when the Corporation was first 
formed, what were its first activities? A It acquired a 
piece of property from the Baptist Home for Children. 

Q Isn’t that the Episcopal Home? A Yes, at the head 
of Talbert Street off of Nichols Avenue. The other divi¬ 
sion we call Dexter Terrace. 

Q Locate this place? A This property is at the top of 
the hill of Talbert Street off of Nichols Avenue, Southeast. 

• • • * 

41 A It was a large unimproved piece of ground 
with an old home on it which I think was called the 

Bell Home for Children and owned by the church. I think 
it was the Episcopal Church. 

• • • • 

Q I show you this paper and ask you to state what it is. 
A It is a deed from Episcopal Home for Children to the 
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Dexter Realty Company conveying the property that we 
are talking about. 

Q I want you to look at that and to state whether that 
is the same property that the Corporation acquired and 
subsequently developed? 

• • • • 

MR. HALPER: I offer this deed which is dated Febru- * 
ary 17, 1942 between the Episcopal Home for Chil- 

42 dren and the Dexter Realty Company, Inc., and ask 
that it be marked Petitioner’s Exhibit No. 3? 

THE BOARD: All right, mark it. 

(The document above referred to was marked Petition¬ 
er’s Exhibit No. 3 in evidence.) 

• # * * 

Q I ask you whether this land abutted on any public 
highways? A It abutted on Bowen Road and Howard 
Road and at the head of Talbert Street. There was some 
question as to whether this property abutted on Talbert 
Street or not. 

• * * * 

A It was a fairly large plot of land. 

• • # * 

43 Q How did you propose to develop it? A We 
proposed to develop it with a series of rental units 

designed in such a manner that each unit would have been 
serviced by separate sewer and water connections, sepa¬ 
rate electric meters, sir. 

• • * • 

THE BOARD: Wait a minute. What do you mean by 
a rental unit? 

THE WITNESS: A five room, two-story unit with a 
living room, a dining room and a kitchen on the first 
floor and two bedrooms and a bath on the second floor. 

THE BOARD: Is that for single occupancy? 

THE WITNESS: Yes. 

THE BOARD: Is it detached? 
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THE WITNESS: No; attached with a party wall, but 
this land was not subdivided nor rezoned for so-called 
row house use. 

• • • • 

44 THE WITNESS: It all happened about August 

of 1942. 

• • • • 

45 Q Did you not propose that this be an apartment 

house project? A We proposed that we have a 

46 rental project, but our purpose in laying it the way 
it was to secure FHA financing and at that time they 

would not finance a multi-family rental unit in 1942. 

• • • • 

* 

Q Who else required it be built for rental purposes? 
A The War Production Board issued the priority and 
the FHA through whom the priority was obtained fixed 
the rental and gave us the priority for which we could 
build these houses. 

Q What was that called? A Shelter rental at that 
time $52.50 for the utilities which we furnished. 

• • • • 

47 Q WTio imposed that requirement and why? A 
At the time you could not build without permission 

from the War Production Board and the War Production 
Board had two methods under which you could build at the 
time. 

You could build a house that you were permitted to sell 
for $6,000 and you could elect to build a house that you 
could rent when you obtained your priority you had to 
make a statement and an affidavit and agree to rent. It 
was supervised by the War Production Board. 

We went, at the time, to the FHA, which was the agency 
you had to work through, and we made an application 
for 88 units for these priorities to build and agree to rent 
to migrant war workers who were sent to us by the rental 
agency which was in existence under the supervision of 
the United States Government. 
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Q When yon say War Production Board would not 
permit you to build, you mean they would not permit 
you to get credit for materials? A On the contrary, they 
would not let us start. You could not even get a permit 
unless you had evidence that you had a priority and 

48 the War Production Board had inspectors to check 
the compliance requirements. You were very care¬ 
fully watched to see that you used what you were sup¬ 
posed to use in the proper way. 

Q Which did you elect to do, to sell or to rent? A 
We obtained our priorities for rental at $52.50 and we 
offered houses for rent. 

We submitted the rents to the War Production Board 
for their approval. 

Q Do you know the date when construction was com¬ 
menced? A No, but I think it was September 1942. I 
have forgotten the date. 

Q How did you finance this construction? A Appar¬ 
ently it was in 1943 when we built it. I see that the com¬ 
mitments of the FHA were June, 1943. 

Q What was the lapse of time between the acquisition 
of land in 1941 to 1943? A It took all that time because 
we were the first people who went in priorities and they 
were very badly confused. 

As you know, the war broke out in 1941 and we were, 
caught in the whirl of W. P. B. and F. H. A. regulations 
and utilities, and so forth, and it took us almost two years 
to get the permission to go ahead and build these houses. 

Q You fixed the date of commencement of the con¬ 
struction. Can you tell us when you completed con- 

49 struction? A I cannot answer that, but it must 
have been around the latter part of 1943. I will have 

to look through these records. 

Q Who was the first lender to give you a construction 
loan? Do you remember that? A We obtained these 
FHA commitments for $4,800 a piece, I think it was, which 
was all they could give us at the time and, of course, as 
the job progressed and costs mounted, they amended it 
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and based on these FHA commitments we obtained funds 
from the Continental Life Insurance Company through the 
Office of W. R. Kelly. 

MR. HALPER: I want to show this that all these dates 
I am referring to will be verified by records. 

BY MR. HALPER: 

Q I show you a photostatic copy of a deed of trust 
dated August 7, 1942, to W. R. Kelly. Does that aid 
you in fixing the date when you commenced construction? 
A That is the date, 1942. 

Q August, 1942? A That is right. 

• * • • 

54 Q Can you state when your houses were com¬ 
pleted? A I am bad on dates. 

We started renting one and I should imagine it was 
about 1943 sometimes for the date of completion. 

Q Did you ever refinance that construction loan agree¬ 
ment? A The agreement to borrow on the construction 
cost predicated on the conversion of the loan into a per¬ 
manent FHA Loan, which was done when the houses were 
completed, and the construction loan was paid off and 
funded from the permanent loan which was taken by the 
Life and Casualty Company and the Shenandoah 

55 Life Insurance Company, one to forty, and the other 
to forty-four loans and the temporary construction 

money of $3,800 was paid off with the permanent loan 
of $5,400. 

Q I show you this book which is the minute book of 
the Dexter Realty Company and refer you to a meeting 
of the Board of Directors authorizing the refunding, re¬ 
placing of the construction loan by a new loan to the 
Life and Casualty Insurance Company and ask you if 
that would refresh your date as to the time when the 
houses were completed and rented? A Yes. 

Q What date is that? A It was the 24th day of 
June, 1943. 

• • • i 


o 
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57 Q Following that yon rented these houses, is that . 
right! A In February of 1943 we went to the War 

Production Board which had control over the rental and 
Mr. Anderson, the Manager, affixed the rent as being 
$52.50 because originally they wanted only to give us 
$49.00 or $51.00 and we got them to increase it to that 
figure. 

The rental which is affixed at $52.50 by the War Pro¬ 
duction Board and by the Bent Commission of the District 
of Columbia. 

Q How long did you continue to rent those houses! 
A We kept that rented and we have a large percentage 
of turnover. 

We went to the Rent Commissioner for relief and tried 
to get them to raise the rent. They came up with an 
increase in rent of $55.00. Then the tenants got together 
and in a hearing they lowered it back to $52.50. We con¬ 
tinued renting them until just last year if my recollection 
serves me correctly. I am bad on dates and I cannot re¬ 
member them. 

Q All right then. Assuming now that we can establish 
the dates, you continued to rent it up to what time! 

58 What event took place while the houses were con¬ 
tinuing to be rented! 

Q Did you ever dispose of the property! A We 
never offered them for sale. We never considered the 
sale of them. We never entertained the idea of any sale. 
From the time we owned the houses until the time we put 
them on the market a short time ago, when this situation 
arose, we never entertained the idea at all. 

Q Did you ever list the properties for sale with any 
brokers! A Never, as I said a minute ago. We never 
entertained it. We never had any idea of selling it and 
never built them with that idea in mind. 

Q At the time between the formation of the Corpora¬ 
tion and until the Corporation disposed of this property, 
did the Corporation have any other property except this 





96 


Dexter subdivision? A We never owned anything else 
but this Dexter subdivision. 

Q Did you entertain any other ideas about the oper¬ 
ation of the Dexter subdivision? A No, sir; the Corpo¬ 
ration was formed solely for the purpose of building these 
houses, owning and renting them. That is all. 

Q Do you know in 1946 who the officers were? 

59 A I t hink I was President; Mr. Levin was Secre¬ 
tary and I* am not certain whether Mr. Evans was 

Vice President or not, but I know I was President and 

Mr. Levin was Secretary. 

• • • • 

Q Without regard to date, Mr. Taube, did you finally 
sell this property and if you did, state why it was sold? 
A Of course, these houses were built under war condi¬ 
tions with the materials as good as any that you 

60 could get and your replacement costs were enor¬ 
mous. Our maintenance costs were terrific. The 

turnover was great. Our return was practically nothing 
from the time after the costs began to mount the way 
that they did. We could get no relief from the Rent 
Commission. 

When the 0. L Bill was passed, most all of the owners 
of large dwelling units around town were asked if they 
would consider the sale of houses to returning G. I.’s. 

THE BOARD: By whom? 

THE WITNESS: By the Veterans’ Administration, 
and we asked, based on that, for a G. I. appraisal on that 
house and we realize that we had to meet the require¬ 
ments of the District of Columbia as set forth in that 
covenant. And the appraisal came up which was, we 
thought a good price. And we later found it to be a poor 
price because they found that the G. I.’s were selling the 
houses at a greater amount of profit. 

But when the Appraiser came through we concluded it 
was a good thing to do and we sold the properties to 88 
or 87 G. I.’s under the G. I. Bill. 
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BY MB. HALPER: 

Q You stated that the Administrator of the Bent Con¬ 
trol Commission refused to increase your rent? A Yes, 
sir. 

• • • * 

Q * * * in relation to the rental what was the situa¬ 
tion regarding the maintenance costs? 

62 Incidentally, how did you maintain these build¬ 
ings? A Of course you have repairs to the system. 

Q Did you have somebody in charge? A We had a 
resident manager, Mr. Smoot and he was there to take 
care of the little things, but when you have 88 tenants and 
the type of tenant that was living there, who moved in and 
moved out, the turnover was very high and our main¬ 
tenance costs were very, very great and I am not prepared 
to answer that figure; but I know we had nothing left 
out of the $52.50. 

63 Q If the maintenance costs were high, were they 
higher than when you started renting? A Oh, 

certainly. In 1943 maintenance costs were one-half of 
what they are today. As a matter of fact, I would say 
20 per cent of what they are today, * • *. 

• • • • 

BY MR. WALKER: 

Q Mr. Taube, did you have an option on this prop¬ 
erty before the time you purchased it? 

That is, I mean the Dexter Realty. Company? 

A I do not know just what you mean by an option. If 
you mean a contract of sale for the deposit, we did. 

64 Q When did you first have that? A We had 
that for a long time. If my memory serves me cor¬ 
rectly we bought the property under a contract of sale 
with a deposit and we had a long time for settlement to 
see whether this property could be worked out in the 
manner in which we had in mind, bearing in mind that we 
had to meet the requirements of the War Production 
Board. 
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Q Is it not true that yon had a contract to buy this 
property long before the war period? A That is correct. 

We had it about a year before that, but it is a difficult 
piece of property to develop. 

Q Is it not true also that you had a contract to buy 
this property before the creation of the War Production 
Board? A Yes. 

Q Do you know how much deposit you paid for the 
purchase of this property? A No, I think we put up one 
thousand dollars deposit. I am not certain, but I think 
that is what it was. 

Q At the time of your entry into the contract of sale 
were there other housing units as distinguished from 
apartments? 

THE BOARD: You mean a contract for the purchase? 

MR.WALKER: Yes. 

BY MR. WALKER: 

65 Q In that vicinity? A I do not know what 
you mean by your question, Mr. Walker. 

Q Were there private individual homes in that vicinity 
at the time you entered your contract of sale? A Yes, 
there were dwellings on Talbert Street. 

Q Were there any apartments on Talbert Street at 
that time? A I think there were, yes. 

Q I say were there at that time? A I think there 
were; yes, sir. I think there is an apartment house on 
Talbert Street, right off of Nichols Avenue. As a matter 
of fact, I think there are two of them. 

Q Is it not true also that there are quite a number 
of individual houses through that section and there were 
at the time you entered your contract of sale? A Most 
of those houses in there are converted into apartments and 
there are a great many apartments in that area. 

Q Are there a great many houses? A I would not 
say there are a great many, Mr. Walker; no, sir. 

Q How many would you say within a radius— A 
Probably eight or ten. 


99 


THE BOARD: Wait a minute. Let him finish his 
question. 

BY MR. WALKER: 

66 Q Within a radius of six blocks square of this 
Dexter property. A There are some houses 

through there, but there are a great many apartments. 
I would not answer the number, but I think there are 
more apartments than houses. 

Q In other words, Mr. Taube, at the time the Dexter 
Realty Company entered into the contract for the pur¬ 
pose of the property in question, there were both apart¬ 
ment houses and dwelling houses ? A Yes. 

Q You commenced your building program, I believe, 
you said sometime in the year 1942? A I think that is 
correct; whatever date I gave you is the date we started. 

Q Do you recall whether or not at that time there 
was what is commonly known as a rent ceiling in effect 
in the District of Columbia? A I think there was; I think 
it went into effect right after the war if my memory is 
right. 

Q Did you not know, Mr. Taube, at the time you com¬ 
menced the erection of this property or the improvements 
to this property that there was then what would be a 
maximum rent that you could get from these improve¬ 
ments? A Yes, sir; we agreed to build them knowing 
that we were going to get $52.50 a unit. 

67 Q It took you by no surprise when you realized 
how much rent you were getting? A We did not 

contemplate getting more than $52.50 in 1942, Mr. Walker. 
And that amount now is a very different figure. 

Q Upon the decision by you to sell these houses you 
were forced, were you not, to institute legal proceedings 
to evict the tenants? A No, we were not forced to do it. 
We sold the houses to the individual G. I. subject to the 
existing tenancy. 

Q Did you institute proceedings to evict the prior 
tenants? A No, we did not. The individual purchasers 
who bought the houses instituted procedings. 
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68 Q According to your understanding, Mr. Taube, 
that suit by the tenants against the Dexter Realty 
Company was based on the theory that you had no right 
to sell the houses because they were rental property! Is 
that your understanding of their claim! A My under¬ 
standing is that they started to sue on the ground that 
that covenant was restrictive, preventing us from selling 
the property. 

Q Sometime along in that period of time when this 
action was taken by the tenants, did not the Dexter Realty 
Company enter into a performance bond whereby it under¬ 
took to comply with all the regulations of the District of 
Columbia which would permit the sale of property as in¬ 
dividual living dwelling houses ! 

• • • • 

MR. WALKER: No, I asked him a fact. If it is not 
true that the Dexter Realty Company entered into a per¬ 
formance bond! 

. MR. HALPER: That is a fact. 

• • • 

70 Q Prior to becoming President of the Dexter 
Realty Company in 1944 what was your business! 

A I have been in the real estate and building business 
since I have been in Washington which was 1934. 

71 Q Did you buy and sell real estate! A I did 
very little selling. I am primarily a developer. I 

buy the land and build houses on it and finance them or 
build apartments and either keep them or rent them or 
sell them, whichever I think the market is best for. 

Q Your business from 1934 then until 1941 was buy¬ 
ing real property and developing and selling it! A Pri¬ 
marily. 

Q What other business do you have! A I would not 
say selling it. I am always income minded. 

Q Did you give it away! A I mean keep it for in¬ 
come. 


101 


Q How much property did you own, income producing 
property, at the time of the incorporation of the Dexter 
Realty Company? A I have never owned anything my¬ 
self. I have always been a member of a corporation and 
owned some real estate, but I have never owned anything 
myself. 

Q What Corporation were you with in 1940? A I was 
with the Palmer Construction Company which built and 
rented and still owns 60 houses on Agar Road. We built 
them and rented them and still own and rent them. 

Q You still have stock in the Palmer Company? A I 
am the President of that Company and I have a third of its 
stock. 

72 Q A third? A Yes, sir. 

Q Did you have a third of the stock in 1940? A 

Yes, sir. 

Q Did the Palmer Company sell any real property in 
the District of Columbia in 1940? A Yes, sir. We built 
100 houses. We sold enough to be able to — 

MR. HALPER: I object. Just a moment. I think 
you ought to locate this property first. 

BY MR. WALKER: 

Q Was it in the District of Columbia? A No, sir. 

Q It was in the State of Maryland, was it not? A 
Yes, sir. 

• * • • 

BY MR. WALKER: 

76 Q Why did you decide to change the name from 
Dexter Realty Company to Colonial Mortgage Com¬ 
pany? A We wanted to go into the mortgage business 
and become an approved FHA mortgage lender and the 

Dexter Realty Company had certain assets which we 

77 could use so we used that company to go into the 
Mortgage business. 

Q You wanted to be a dealer in mortgages secured by 
real property? 

MR. HALPER: Just a moment. I do not think that 
is what the witness said. 
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• • • • 

68 Q According to yonx understanding, Mr. Tanbe, 
that suit by the tenants against the Dexter Realty 
Company was based on the theory that yon had no right 
to sell the houses because they were rental property? Is 
that your understanding of their claim? A My under¬ 
standing is that they started to sue on the ground that 
that covenant was restrictive, preventing us from selling 
the property. 

Q Sometime along in that period of time when this 
action was taken by the tenants, did not the Dexter Realty 
Company enter into a performance bond whereby it under¬ 
took to comply with all the regulations of the District of 
Columbia which would permit the sale of property as in¬ 
dividual living dwelling houses? 

• * • • 

MR. WALKER: No, I asked him a fact. If it is not 
true that the Dexter Realty Company entered into a per¬ 
formance bond? 

. MR. HALPER: That is a fact. 

• * * • 

70 Q Prior to becoming President of the Dexter 
Realty Company in 1944 what was your business? 

A I have been in the real estate and building business 
since I have been in Washington which was 1934. 

71 Q Did you buy and sell real estate? A I did 
very little selling. I am primarily a developer. I 

buy the land and build houses on it and finance them or 
build apartments and either keep them or rent them or 
sell them, whichever I think the market is best for. 

Q Your business from 1934 then until 1941 was buy¬ 
ing real property and developing and selling it? A Pri¬ 
marily. 

Q What other business do you have? A I would not 
say selling it. I am always income minded. 

Q Did you give it away? A I mean keep it for in¬ 
come. 
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Q How much property did you own, income producing 
property, at the time of the incorporation of the Dexter 
Realty Company? A I have never owned anything my¬ 
self. I have always been a member of a corporation and 
owned some real estate, but I have never owned anything 
myself. 

Q What Corporation were you with in 1940? A I was 
with the Palmer Construction Company which built and 
rented and still owns 60 houses on Agar Road. We built 
them and rented them and still own and rent them. 

Q You still have stock in the Palmer Company? A I 
am the President of that Company and I have a third of its 
stock. 

72 Q A third? A Yes, sir. 

Q Did you have a third of the stock in 1940? A 

Yes, sir. 

Q Did the Palmer Company sell any real property in 
the District of Columbia in 1940? A Yes, sir. We built 
100 houses. We sold enough to be able to — 

MR. HALPER: I object. Just a moment. I think 
you ought to locate this property first. 

BY MR. WALKER: 

Q Was it in the District of Columbia? A No, sir. 

Q It was in the State of Maryland, was it not? A 
Yes, sir. 

• • • • 

BY MR. WALKER: 

76 Q Why did you decide to change the name from 
Dexter Realty Company to Colonial Mortgage Com¬ 
pany? A We wanted to go into the mortgage business 
and become an approved FHA mortgage lender and the 

Dexter Realty Company had certain assets which we 

77 could use so we used that company to go into the 
Mortgage business. 

Q You wanted to be a dealer in mortgages secured by 
real property? 

MR. HALPER: Just a moment. I do not think that 
is what the witness said. 
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MR. WALKER: I am asking him. 

BY MR. WALKER: 

Q What about that? A No, sir; we wanted to be¬ 
come an approved FHA mortgage lender and Dexter 
Realty Company had assets in its company which we 
thought would help us become qualified as an approved 
FHA lender. It does not mean buying mortgages nor sell¬ 
ing mortgages. 

Q It means lending money and taking back — 

* • • • 

Q Did the Dexter Realty Company have any in- 
79 come from acting for the rental of any real property 
in the District of Columbia in the year 1945, Mr. 
Taube? A No, sir. The Dexter Realty Company never 
acted as an agent, and never did anything but own that real 
estate. 

Q Of course, they sold it? A They finally sold it. 

THE BOARD: As principal. 

MR. WALKER: As principal. 

• * • • 

SO THE BOARD: * * * Has the Petitioner ever 
had any source of income except from the rental of 
these houses when they were rented and the sale when they 
were sold? 

THE WITNESS: No, it has not. 

• * • * 

THE WITNESS: If he is referring to the Dexter 
Realty Company up until the time it was sold, the Dexter 
Realty Company received no moneys other than the rents 
or the net proceeds of the rents. That is after the sale 
of the real estate and the change in the name to Colonial 
Mortgage Company the Colonial Mortgage Corporation 
has made some commissions as a result of the handling of 
some mortgages. That will answer his question. 

81 Q Did they make any commissions prior to 
1947? A No, sir. 
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Q So now from the period 1941 through 1946 Petitioner 
had no source of income other than from the rent when 
it was rented and again when it was sold from this prop¬ 
erty. A That is correct. That is the only source of in¬ 
come it had. 

Q Mr. Taube, I understood you on direct examination 
to testify that there was a great expense to the owner 
for maintenance and supplies on this property? A Yes. 

• * * • 

82 ME. WALKER: I offer in evidence the Income 
Return of the Dexter Realty Company for 1946 as 
Respondent’s Exhibit C. 

THE BOARD: All right, mark it. 

(The document above referred to was marked Respond¬ 
ent’s Exhibit C in evidence.) 

* * # * 

85 Q How many employees did the Dexter Realty 
Company have in 1946? A How many what? 

Q How many employees other than the officers and 
stockholders? A It kept the records — 

86 THE BOARD: No, how many? 

THE WITNESS: I think it was two or three. I 
cannot remember. 

BY MR. WALKER: 

Q Were any of them licensed as real estate salesmen? 
In the District of Columbia? A No, sir. 

Q Your testimony was that you had a Mr. Smoot who 
was the manager? A Jerry Smoot who was the resident 
manager lived in the corner house. 

Q Was he compensated by the Company? A He got 
his rent free. 

Q Did he manage the real estate? A He was there to 
make repairs. 

He did not manage in the sense that he was managing. 
He was there to make repairs. He is a mechanic. We give 
him his rent free. 


104 


Q Who collected the rents? A I think the Colonial 
Investment Company collected the rents. 

Q Where was the office of the Colonial Investment Com¬ 
pany? A 815 and 817 - 9th Street, Northwest. 

Q WTiere was the office of the Dexter Company? 
87 A I think we used the same address. 

Q Were there any other corporations having 
their address in that building? A Yes, I think we used 
the same address for the corporations we formed for these 
various ventures. 

• • • • 

BY MR. HALPER: 

Q Did any of the corporations that you have spoken of 
on cross examination have any interest in the Colonial, the 
Petitioner? A No. 

Q Did they have any stock ownership? A No, sir. 

Q Did the Petitioner here at the time it owned the 
property at the Dexter subdivision, or in 1946, specifically 
have an office as such, I mean did it have an office with the 
name on the door, at that time? A No, it was just a 
mailing address. 

Q Did it own any other property or lease any other 
properties, collect any rents, sell any mortgages, write in¬ 
surance, or do anything that is usually related to the opera¬ 
tion of a real estate office ? A It did not. 

• • • • 

90 Q You say that you also had an interest in K 
Street, Southeast. What do you mean by that? 

What is K Street? A An apartment house building of 
37 or 38 units. 

Q When was it built? A About 1945. 

Q Who owns it now? A Mr. Levin and Mr. Evans 
has a third interest, or their wives do. I am not prepared 
which title it is in. 

Q Did you still own it? A Yes, sir. 

Q Have you offered it on the market for sale? A No, 
sir. 
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Q Have you ever attempted in any way to sell it? A 
No, sir. 

Q What have you held it for? A For rent. 

MR. WALKER: I object to that. 

THE BOARD: You opened the field. 

MR. WALKER: All right. 

BY MR. HALPER: 

Q Is that still in the ownership of you three? A Yes, 
sir. 

Q You also mentioned Woodcrest? A That is right. 
Q Wliat kind of property is that? A That is 

91 an apartment of 27 units on the comer of 27th and. 
R Street, Southeast in which there are four stock¬ 
holders. 

Q When did you acquire that? A Around 1943 or 
1944. 

MR. WALKER: If the Board please, when he says “did 
you hold that individually, Mr. Taube”, what does he mean? 

THE WITNESS: The corporation in which I have 25 
per cent of the stock. 

MR. WALKER: The testimony was that it was held by 
the corporations. He is asking now what he had. 

THE BOARD: He does not own it, but he owns stock. 
MR. HALPER: It is owned by a corporation. 

THE WITNESS: That is right, sir. 

BY MR. HALPER: 

Q What is the name? A Woodcrest Building Com¬ 
pany. 

• • • • 

BY MR. WALKER: 

Q Your testimony was that Dexter Realty Com- 

92 pany acted as broker? A No, it never did. Dexter 
Realty Company up until the change of name in 1947 

did nothing but own those houses and collect the rent and 
get the benefits of the rent. 

Q It also sold them, did it not? A It sold them in 
1946. 

* * • • 
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93 Robert G. Weightman, 

previously sworn, resumed the stand, and was ex¬ 
amined and testified further as follows: 

• • • • 

BY MR. HALPER: 

95 Q Now, Mr. Weightman, those deeds of trust 
are dated June 23rd, 1943; would that date indicate 

when the buildings were completed! 

THE BOARD: Of course it would. They would not 
have been put on until the buildings were finished. 

BY MR. HALPER: 

Q Now, Mr. Weightman, do you have any records 
which indicate when the buildings were rented! A Yes, 
the first deposit of rent in the bank was on April 15th, 1943. 

Q And when was the rental of the buildings completed! 
A It was completed in June, 1943, early in June. 

Q Of what year! A Of 1943. 

Q Now, at the time that the rentals were completed, 
the renting of the buildings was completed ,were all the 88 
buildings rented at that time! A Yes, sir. 

* • • • 

96 Q Yes, sir. Now, directing your attention to the 
schedule on Taxpayer’s Return, I ask you if you can 

identify or explain to us what items in the second line un¬ 
der Symbol B are meant — Sales, $15,465, which is indi¬ 
cated there to be an item of expense on the sale of this 
property! A Oh, this is the 1946 return! 

Q Yes. A That, is the commission paid to the Colonial 
Investment Company, as brokers, in the sale of those 
houses. 

Q In the sale of the property known as Dexter! A 
Yes. 

• • • • 

99 Q Mr. Weightman, can you state by an examina¬ 
tion of the records of the corporation, the petitioner, 
the date of the sale and conveyance to purchasers of the 
houses embraced in the Dexter Subdivision! A Yes, sir. 
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Q Now, what was the first date of sale? A The first 
date of sale, as evidenced by the settlement sheet of the 
District Title Company, was June 5th, 1946. 

Q Now then, the sales of these properties continued 
from that date on? A Yes, sir, they did. 

100 Q And as a result of these sales — 

THE BOARD: Until when? 

THE WITNESS: The last sale was consummated Au¬ 
gust 20th, 1946. 

* • • * 

Q Now, on the last sale, that embraced all of the houses, 
were there any retained? A There was one retained, the 
house in which the man who had been handling the mainten¬ 
ance lived. 

Q What is his name? A J. B. Smoot. 

Q And was that eventually sold? A That was even¬ 
tually sold in 1947, as soon as we found a place for him to 
live. 

• '• * • 

101 N. J. Tmbe, 

previously sworn, was recalled, and having been 
duly examined, testified further as follows: 

Cross-Examination: (Continued) 

BY MR. WALKER: 

Q Mr. Taube, according to my recollection, you testi¬ 
fied this morning that the thing that prompted the sale of 
this property was the increasing cost of operation and the 
decreasing return to you on your invested capital? A 
And the opportune time, we thought, to get a good price for 
the real estate. 

Q Was that thought the thought of the Board of Direc¬ 
tors, or you personally, or the stockholders? A It was 
the thought of the Board of Directors and the stockholders; 
it was the unanimous judgment on the part of everybody 
concerned in the corporation. 
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Q Was that thought embodied in any minute entries made 
contemporaneously with the sale or nearly contemporane¬ 
ously with it? A I can’t recall the date, but I do recall 
that we discussed the idea of selling them, and what 

102 we thought we could get for the real estate, if we had 
an appraisal made, in accordance with the VA sug¬ 
gestion, and I think the minutes would reflect it, I am not 
prepared to answer that. 

Q Now, Mr. Taube, you were renting these houses in 
1943, were you not? A That is right, sir. 

Q And you had no net income from them that year? A 
I can’t remember the figures, Mr. Walker. 

Q I will show you Respondent’s Exhibit 8, the return 
here. A Well, whatever the record shows would be the 
answer to that 

Q It did not occur to the Board of Directors or the 
stockholders, at that time, to sell it, did it? A No, it did 
not occur to anybody to sell it. First of all, we were lim¬ 
ited, we had obtained priorities first as builders, for rent¬ 
ing, and we had to elect to continue as a rental investment, 
we could not change our election. 

Q But during 1943 there was nothing that you knew of 
which prevented the sale of the property, was there? A 
Excepting that our — 

Q Except the price? 

THE BOARD: Let him answer. 

THE WITNESS: Yes, and we had obtained priorities, 
as I told you, from the War Production Board, on a 

103 rental basis, and I think we would have had to get 
their consent and approval. There were restrictions 

in obtaining priorities, and I don’t think we could have 
sold. I think your answer is wrong. 

Q Do you have any copies of those affidavits? A Well, 
I think we have somewhere a form that is issued by the 
WPB, giving you the priorities, and saying in there that 
you intend to rent the real estate, and you make the state¬ 
ment to obtain your priorities accordingly. 
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Q Do you have a copy or the original of the sworn 
statement that you made to the WPB? A No, I don’t 
have it. You make it on the face of the form when you ap¬ 
ply for priority, and we had to elect either to rent or sell, 
and I think the representation made on the priorities, when 
issued, you could not deviate from that representation, and 
if you deviated you had to sell at a certain fixed return. 

Q How long was that pending, did you say? A That 
was binding during the term of the WPB, unless they re¬ 
leased it, and when the War ended, they released those reg¬ 
ulations. 

Q I see. There was nothing that you know of that 
would have prevented any builder, as you were, from ap¬ 
plying for that right, was there? A Yes, indeed 

104 there was. I do not know of any builder that, after 
he had obtained priorities and made the election, 

that got a change. 

Q Do you know that they were refused such permission ? 
A I do not know, but my understanding was that if you 
elected, you could not obtain any release from priorities, 
after you once obtained them. 

Q Mr. Taube, each one of these houses has a separate 
entrance, does it not? A Yes, sir. 

Q Each one has a separate back yard? A That is 
right, sir. 

Q And have had it from the time they were built, 
haven’t they? A That is correct. 

Q And each had its own electric system? A That is 
right. 

Q And each one had its own gas source? A That is 
right. 

Q And they were all separately metered, were they not? 
A You mean gas meters ? 

Q Yes. A They were gas meters and electric meters. 
Q And each one had its own heating unit? A Correct 
Q They had none of the items customarily corn- 

105 mon to group living, did they? 



A No, they did not. 

THE BOARD: I do not know what yon mean by 1 ‘group 
living”. 

MB. WALKER: They were like an apartment. 

THE WITNESS: They were like a duplex; there are 
many of them in Virginia, there are hundreds of them in 
Virginia, as apartments, and rented out as such, they are 
now in existence there. 

THE BOARD: Well, I do not care whether you call 
them houses or apartments. He has described them, has 
given his construction as to what they were, you can give 
them any name you please. 

THE WITNESS: Well, of course none of them had to 
cross any apartments that belonged to anybody else, to gain 
entrance to his own house. 

• • • • 

111 MR. HALPER: That is the petitioner’s case. 

MR. WALKER: I do not think I am going to call 
any witnesses. 

• • • • 
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128 Pet’s Ex. No. 3 Introduced in evidence 

This Deed 

Made this 17th day of February, in the year Nineteen 
hundred and forty-two, by and between THE EPISCO¬ 
PAL HOME FOR CH IL DREN, a corporation duly organ¬ 
ized under the laws of the District of Columbia, and act¬ 
ing herein pursuant to a Resolution of its Board of Man¬ 
agers, party of the first part; and the DEXTER REALTY 
COMPANY, INC., a corporation duly organized under the 
laws of the State of Maryland, party of the second part: 

WITNESSETH, that for and in consideration of the 
sum of Ten ($10.00) Dollars the said party of the first part 
does grant unto the said party of the second part, in fee 
simple, the following described land and premises, with the 
improvements, easements and appurtenances thereunto be¬ 
longing, situate in the District of Columbia, namely: 

Lots numbered Fourteen (14) and Fifteen (15) in Sec¬ 
tion One (1) in Pomeroy, Elvans and Howard, Trustees’ 
subdivision of “Barry Farm”, as per plat recorded in the 
Office of the Surveyor for the District of Columbia in Liber 
Levy Court 2 at folio 1, — except the parts of said lots .con¬ 
demned and taken for Bowen Road and Howard Road, by 
proceedings in District Court Cause No. 1548 in the Su¬ 
preme Court of the District of Columbia, and shown on 
plat recorded in said Surveyor’s Office in Liber 86 at 
folio 4. 

Also part of Lot numbered One (1) in said Section 
numbered One (1), in Pomeroy, Elvans and Howard Trus¬ 
tees’ said subdivision of “Barry Farm”, as per plat re¬ 
corded in said Surveyor’s Office in Liber Levy Court 2 at 
folio 1, described as follows: — beginning at the North¬ 
east comer of said lot, and running thence in a straight 
line to the Northwest comer of said lot; thence South on 
Nichols Avenue, 16.50 feet; thence Southeasterly in a line 
parallel with the Northern boundary of said lot, 528 feet; 
thence 16.50 feet to the Northeast comer of said lot and 
the point of beginning. 
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Also Lots numbered One (1) and Two (2) in Barnard’s 
subdivision of Lot Ten (10) in a subdivision of “Chiches¬ 
ter”, made by the Commissioners in Equity Cause No. 1638 
in the Supreme Court of the District of Columbia as per 
plat of said Barnard’s subdivision recorded in said Sur¬ 
veyor’s Office in Liber Levy Court 2 at folio 90. Subject 
to the Agreement as to said Lot One (1) as to the laying 
off of a street 30 feet wide across the Northwesterly line 
of said lot; recorded in Liber 781 at folio 427 of the Land 
Records of the District of Columbia. 

Together with and subject to a right of way as set out 
and described in said Agreement recorded in Liber 781 
at folio 427 of said Land Records. 

All of above described property being now known for 
purposes of assessment and taxation as Parcel 
226/47. 

129 TO HAVE AND TO HOLD the same unto and to 
the use of the said party hereto of the second part, 
in fee simple. 

And the said party of the first part hereby covenants 
to warrant specially the property hereby conveyed, and 
to execute such further assurances of said land as may 
be requisite. 

IN TESTIMONY WHEREOF, on the day and year first 
hereinbefore written, the said party of the first part has 
caused these presents to be signed in its corporate name 
by James E. Freeman its President, attested by Ogle R. 
Singleton its Secretary, and its corporate seal to be here¬ 
unto affixed, and does hereby constitute and appoint Henry 
P. Blair its true and lawful Attorney in fact, for it and 
in its name to acknowledge and deliver these presents as 
its act and deed. 

THE EPISCOPAL HOME FOR CHILDREN. 

By Jas. E. Freeman, President. 

Attest:— 

Ogle R. Singleton 
Secretary 


(SEAL) 
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132 Pet’s Ex. No. 9 Received in evidence 

OFFICE OF ADMINISTRATOR OF RENT 

CONTROL 

FOR THE DISTRICT OF COLUMBIA 
In re premises: 1342, 1344, 1346, 1348, 1350, 1352, 1354, 
1356, & 1358 Dexter Place, S. E. 

Order 

Upon consideration of the requests for determination 
of maximum rent ceilings made herein, the evidence ad¬ 
duced in the proceedings had thereon, and all other perti¬ 
nent data, and it appearing that the following ceiling does 
not exceed the rate generally prevailing for comparable 
housing accommodations, it is this 13 day of March, 1944. 

ORDERED, that the maximum rent ceilings for the 
above mentioned premises, as described in the applica¬ 
tions attached hereto, are determined to be $52.50 per 
month, subject to further review by the Administrator at 
anytime. 

Robt. F. Cogswell 
Administrator. 

• • • • 

143 Pet’s Ex. No. 12 for identification 

THIS IS TO CERTIFY: 

First: That we, the subscribers, Louis Levick whose 
post office address is 6432 Luzon Avenue, N. W., Wash¬ 
ington, D. C., Robert G. Weightman, whose post office ad¬ 
dress is 1511 K St. N.W., Washington, D. C., and Jacob N. 
Halper, whose post office address is 6 Heather Avenue, 
Takoma Park, Maryland, all being of full age, do, under 
and by virtue of the General Laws of the State of Maryland 
authorizing the formation of corporations, associate our¬ 
selves with the intention of forming a corporation. 
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One class of stock, viz: common stock, fully paid, non¬ 
assessable, in which stock shall reside the sole voting 
power, but such stock shall vote as a unit to the end 
that the operations and affairs of this corporation shall 
be conducted by unanimous consent vote of all stockhold¬ 


ers. 

Eighth: The Board of Directors of the Corporation is 
hereby empowered to authorize the issuance of one thou¬ 
sand (1000) fully paid and nonassessable shares of the 
par value of Ten ($10.00) Dollars each of the common 
stock of the Corporation for a consideration of Ten Thou¬ 
sand ($10,000) Dollars in cash. 

IN WITNESS WHEREOF, we have signed this Cer¬ 
tificate of Incorporation on the 27th day of June 1941. 

Louis Levick 

In the presence of Louis Levick 

Helen B. Welch Robert G. Weightman 

as to all Robert G. Weightman 

Helen B. Welch Jacob N. Halper 

Jacob N. Halper 


149 DEXTER REALTY COMPANY, INC. 


Articles of Amendment 
THIS IS TO CERTIFY: 

FIRST: That the charter of DEXTER REALTY 
COMPANY, INC., a Maryland corporation having its prin¬ 
cipal office at Takoma Park, Prince Georges County, Mary¬ 
land (hereinafter called the Corporation), is hereby 
amended by striking out Articles Second, Third, Sixth, 
Seventh and Eighth of the Certificate of incorporation 
and inserting in lieu thereof the following, respectively: 

Second: That the name of the Corporation is: 

COLONIAL MORTGAGE CORPORATION. 

Third: The purpose for which the Corporation is 
formed and the business objects to be carried on and 
promoted by it are as follows: 
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(a) To conduct and carry on the business usually and 
customarily carried on by mortgage loan brokers, and in 
such capacity to act as agent, loan correspondent and rep¬ 
resentative of lenders of money, payment of which is se¬ 
cured by deed of trust, mortgage or pledge upon real 
estate, and to engage on its own account, by the use of its 
own capital, in the business of making loans of money 
on the security of mortgages, deeds of trust, or other 
instruments, on real estate or interests in real estate, and 
generally to engage in the mortgage loan business and 
generally to perform the services of mortgage loan broker 
or mortgage loan correspondent in the placing of loans 
secured upon real estate. 

(b) To originate and service loans, the payment of 
which are secured by deed of trust or mortgage on real 
estate or interests therein; to issue, buy, sell and deal in 
promissory notes, mortgages and mortgage participation 
certificates secured on real estate or interest therein; to 
manage, operate and supervise improved real estate, and 
in connection therewith, or in connection with any of the 
expressed powers contained herein, to collect rents, taxes, 
general and special assessments, insurance premiums, or 
any other charges, arising in the operation of rental prop¬ 
erty, and also, to exercise the aforesaid powers as mortgage 
loan correspondent or agent for lenders of money secured 
by mortgage or deed of trust on real estate and for deal¬ 
ers in promissory notes, mortgages or mortgage partici¬ 
pation certificates. 

(c) To purchase, acquire, hold, sell, convey, assign, 
release, mortgage, encumber, lease, hire and deal in real 
and personal property of whatever kind and nature, in¬ 
cluding stocks and securities of other corporations, and 
to loan money and take securities for the payment of all 
sums due the corporation, and to sell, assign and release 
such securities; to purchase land to be subdivided; to buy 
and sell real estate notes and bonds; to purchase and re¬ 
sell as principal, factors, agent or broker building ma- 
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terials and personal property of every kind and descrip¬ 
tion, and to borrow money with or without the secur- 
150 ity of its assets for the payment thereof. 

(d) The Corporation may, in carrying out the 
powers set forth in sub-paragraph (2) of the powers and 
business objects, receive and hold, in consideration of the 
services to be performed by it, or as compensation there¬ 
for, or in discharge of obligations to it, money or property 
of any kind whatsoever, including, but not limited to, im¬ 
proved and unimproved land, buildings in the process of 
construction or completed, including bonds, stocks, mort¬ 
gages or other securities issued by persons or corpora¬ 
tions for whom the work is to be done, or services per¬ 
formed. And if the said corporation shall acquire such 
bonds, land, mortgages, stock or security of other persons 
or corporations, it shall have the power to hold and dis¬ 
pose of the same under the powers enumerated in sub- 
paragraph (b) of the powers and business objects relating 
to the purchase, acquisition, holding, selling, conveying, 
assigning, mortgaging, encumbering, leasing, hiring, and 
dealing in real and personal property of whatever kind or 
nature, including stocks and securities of other corpora¬ 
tions. 

(e) To do everything necessary or proper for the ac¬ 
complishment of the purposes or the furtherance of the 
powers herein expressed or incidental thereto and to have 
and exercise all the powers now or hereafter conferred 
upon corporations by the laws of the State of Maryland, 
and the enumeration of specific powers shall not be con¬ 
strued as limiting or restricting the general powers herein 
set forth. 

Sixth: The total amount of the authorized capital 
stock of the Corporation is fifteen thousand (15,000) 
shares of which five thousand (5,000) shares of the par 
value of ten dollars ($10.00) each, amounting in the aggre¬ 
gate to fifty thousand dollars ($50,000.00) par value, are 
preferred stock, and ten thousand (10,000) shares of the 
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par value of ten dollars ($10.00) each, amounting in the 
aggregate to one hundred thousand dollars ($100,000.00) 
par value, are common stock. Such stock shall be fully 
paid and non-assessable. 

Seventh: The following is a description of each class 
of stock with the preferences, voting powers, restrictions 
and qualifications thereof: 

The holders of the preferred stock shall receive and 
the corporation shall be bound to pay, a fixed annual divi¬ 
dend of five (5%) per cent, payable semi-annually, before 
any dividend shall be set apart for or paid to the holders 
of the common stock, which dividends shall be cumulative. 
The preferred stock shall be preferred as to its distribu¬ 
tive shares of the assets of the corporation upon dissolu¬ 
tion, subject to the payment of the corporate debts and 
other liabilities in case of insolvency. 

The preferred shares of stock may be converted into 
shares of common stock of the corporation, one share 
151 of preferred for one share of common, at the option 
of the holder of the preferred stock. 

The preferred stock may be redeemed by the corpora¬ 
tion at any time prior to conversion into common stock, 
upon ten (10) days’ notice to the holder thereof, or the 
corporation may, at its option, upon notice aforesaid and 
prior to conversion into common stock, redeem only some 
of the shares of preferred stock and in such case the cor¬ 
poration may require the holders thereof to draw by lot 
to determine which of said shares of stock shall be so 
redeemed. [Redemption shall be at not less than the 
par value thereof, plus accumulated dividends. 

The common stock shall have the exclusive voting 
power, and each stockholder shall be entitled to one vote 
for every share of common stock standing in his name, 
and any action taken or authorized by the corporation 
shall be by the affirmative vote of a majority of the com¬ 
mon stock entitled to vote. 
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Eighth: The Board of Directors of the Corporation is 
hereby empowered to authorize the issuance from time 
to time of not exceeding five thousand (5,000) fully paid 
and non-assessable shares of the par value of ten dollars 
($10.00) each of the preferred stock of the Corporation for 
money at not less than ten dollars ($10.00) for each share 
thereof, and not exceeding nine thousand (9,000) fully 
paid and non-assessable shares of the par value of ten 
dollars ($10.00) each of the common stock of the Corpora¬ 
tion as a stock dividend or for money at not less than 
ten dollars ($10.00) for each share thereof, subject to such 
limitations and restrictions, if any, as may be set forth 
in the by-laws of the Corporation. 

SECOND: That the Board of Directors of the Cor¬ 
poration, at a meeting duly convened and held on the 27th 
day of October, 1947, duly advised the amendment to the 
charter of the Corporation hereinabove set forth by pass¬ 
ing a resolution declaring that said amendments are advis¬ 
able and calling a meeting of stockholders to take action 
thereon. 

THIRD: That the meeting of stockholders of the Cor¬ 
poration, called by the Board of Directors of the Corpora¬ 
tion as aforesaid, was held at the office of the Corporation 
in Washington, D. C., on the 27th day of October, 1947, 
pursuant to waiver of notice duly executed and filed with 
the records of the meeting, all the said stockholders being 
non-residents of the State of Maryland, having con- 
152 sented to meet without the State of Maryland, and 
at said meeting the stockholders, by the affirmative 
vote of the holders of all of the shares of each class of 
stock outstanding and entitled to vote, duly adopted the 
amendment of the charter of the Corporation hereinabove 
set forth. 

FOURTH: (a) That the total number and par value 
of the shares of the capital stock heretofore authorized 
and the number of par value of the shares of each class 
are as follows: 
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One class of stock, viz: common stock, consisting of 
One thousand (1000) shares, of the paT value of Ten dol¬ 
lars ($10.00) each. 

(b) That the total number and par value of the shares 
of the authorized capital stock as increased and the num¬ 
ber and par value of the shares of each class are set forth 
in Article First hereof. 

(c) That the preferences, voting powers, restrictions 
and qualifications of each class of the authorized capital 
stock as increased are set forth in Article First hereof! 

IN WITNESS WHEREOF, Dexter Realty Company, 
Inc., has caused these presents to be signed in its name 
and on its behalf by Nathaniel J. Taube, its President 
and its corporate seal hereto attached and attested by 
Nathan Levin, its Secretary, on the 27th day of October, 
1947. 

DEXTER REALTY COMPANY, INC. 

By /s/ Nathaniel J. Taube 
President 

Attest: 

/s/ Nathan Levin 
Secretary 

• • • • • 

154 Pet’s Ex. No. 13 received in evidence 

Minutes of the Incorporators’ Meeting 
Dexter Realty Company, Inc . 

The first meeting of the corporation was held on the 2nd 
day. of July, 1941, at 2 o’clock, pjn., at the office of the 
company, No. 6 Heather Avenue, Takoma Park, Prince 
Georges County, Maryland, pursuant to a written waiver 
of notice, signed by all incorporators fixing said time and 
place. 

The following being all the incorporators were present 
in person: 

Robert G. Weightman 
Louis Levick 
Jacob N. Halper 
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On motion duly made and seconded, Mr. Levick was 
elected Chairman, and Mr. Halper was appointed Secre¬ 
tary of the meeting. 

The Chairman reported that the certificate of incorpo¬ 
ration of the company had been filed in the office of the 
Maryland State Tax Commission, Baltimore, Maryland, 
on the 1st day of July, 1941. The Secretary presented a 
copy of said certificate of incorporation, and on motion 
duly made and seconded, a copy thereof was ordered 
spread upon the minutes. 

The Secretary presented and read the waiver of notice 
of the meeting, which was ordered spread upon the min¬ 
utes. 

The Secretary presented a form of by-laws for the regu¬ 
lation of the affairs of the company, which were read 
article by article, and unanimously adopted. 

Upon motion duly made and seconded, it was unani¬ 
mously 

RESOLVED, that in compliance with the laws of Mary¬ 
land and the Certificate of Incorporation, the principal 
office of the company in the State of Maryland be estab¬ 
lished and maintained at 6 Heather Avenue, Takoma 
Park, Prince Georges County, Maryland, that Jacob N. 
Halper, be and he hereby is appointed resident agent of 
the corporation. 

Upon motion duly made and seconded the following 
unanimously elected members of the Board of Directors 
for the ensuing year: 

Robert G. Weightman 
Louis Levick 
Jacob'N. Halper 

155 Upon motion duly made and seconded, and upon 
the affirmative vote of all stockholders, the follow¬ 
ing preambles and resolution were unanimously adopted: 

WHEREAS, Louis Levick has offered to assign to the 
corporation, all his right, title and interest as assignee, to 
a contract for the purchase of the real estate in Prince 
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Georges County, Maryland, known as part of lot 5 of the 
Riggs farm, consisting of 9.68 acres, located between Riggs 
and Ager properties on Ager Road, all in consideration 
of the issuance to him of all the authorized stock of the 
corporation, amounting to ten thousand dollars, ($10,- 
000.00), and 

WHEREAS, it appears to the stockholders that such 
property is necescsary in order carry on the business 
of the company, and that said property, less encum¬ 
brances, is reasonably worth ten thousand dollars, 
($10,000.00), Now, therefore, be it 

RESOLVED, That the Board of Directors be, and they 
are hereby authorized in their discretion to purchase the 
property above mentioned, for the said price, and to 
issue said stock in payment therefor. 

No further business was presented, and on motion the 
meeting adjourned. 

We, the undersigned, certify that 
the foregoing transaction were by the 
unanimous vote of the undersigned 
Robert G. Weightman 
Robert G. Weightman 
Louis Levick 
Lotus Levick 
Jacob N. Halper 
Jacob N. Halper 

156 Minutes of the First Meeting of Directors 
Dexter Realty Company, Inc. 

The first meeting of the Board of Directors of Dexter 
Realty Company, Inc., was held at the office of the com¬ 
pany 1429 L Street, N. W., Washington, D. C., on July 2, 
1941, at 3 o ’clock, p.m. 

Present: Robert G. Weightman, Louis Levick and Jacob 
N. Halper, constituting the whole Board. 
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Mr. Weightman was chosen temporary chairman, and 
Mr. Halper was appointed temporary secretary of the 
meeting. 

The secretary presented and read a waiver of notice of 
the meeting signed by all the directors, and the same 
was ordered spread upon the minutes. 

The minutes of the first meeting of incorporators was 
read. 

The following were unanimously elected officers of the 
company to serve for one year until their successors are 
elected and qualify. 

Louis Levick, President 

Robert G. Weightman, Vice-Pres. & Treasurer 

Jacob N. Halper, Secretary 

Upon motion duly made and seconded, it was 

RESOLVED, that the seal presented at this meeting, an 
impression of which is directed to be made in the margin 
of the minute book, be and the same hereby is adopted as 
the seal of the corporation. 

Upon motion duly made and seconded, it was 

RESOLVED, that the president and secretary be and 
they hereby are authorized to issue certificates of stock in 
the form submitted to this meeting. 

157 Upon motion duly made and seconded, it was 
unanimously 

RESOLVED, that the Board of Directors be and they 
are hereby authorized and directed to issue shares of the 
capital stock of this company to the full amount authorized 
by the certificate of incorporation, in such amounts from 
time to time as may be determined by the Board and as 
may be permitted by law, for cash, or for property of the 
fair value of current money of the United States. 

Upon motion duly made and seconded, it was unani¬ 
mously 

RESOLVED, That this company accept the offer of 
Louis Levick to sell to this company as assignee, all his 
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right, title and interest in and to the real estate, un¬ 
improved, situated in Prince Georges County, Maryland, 
known as part of lot 5 of the Riggs farm, consisting of 
9.68 acres, located between the Ager and Riggs prop¬ 
erties on Ager Road, and the Board of Directors do hereby 
adjudge and declare that said property, less the encum¬ 
brances thereon, is of the fair value of ten thousand dol¬ 
lars, ($10,000.00), and that the same is necessary for the 
business of the company; and be it further 

RESOLVED, that the assignment of the said real estate 
contract presented at this meeting, be and the same hereby 
is approved, and the president and secretary are hereby 
authorized and directed to accept same on behalf of the 
company; and be it further 

RESOLVED, that the president and secretary be and 
they are hereby authorized and directed to issue certificates 
of full-paid capital stock of this company to the aggre¬ 
gate amount of ten thousand dollars ($10,000.00) to the 
said Louis Levick, or his nominees. 

Upon motion duly made and seconded, it was unani¬ 
mously 

RESOLVED, That the treasurer of the company exe¬ 
cute a bond with a corporate surety to be approved by 
the Board of Directors, in such amount as the Board shall 
deem ample and proper. 

Upon motion duly made and seconded, it was unani¬ 
mously 

RESOLVED, that an office of the company be established 
and maintained at 1429 L Street, Northwest, Washington, 
D. C. and that the meetings of the Board of Directors be 
held at such office or at its principal office in the State of 
Maryland. 

158 Upon motion duly made and seconded, it was 

RESOLVED, that Robert G. Weightman, Vice- 
President and Treasurer of Dexter Realty Company, Inc., 
is authorized and instructed to open a deposit account for 
and in the name of this corporation with the American 
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Security and Trust Company, District of Columbia and to 
deposit therein funds of this corporation and that said 
account may be drawn on only by check signed in the 
name of this corporation by Robert G. Weightman, Vice- 
President and Treasurer until further until further notice 
in writing to said American Security and Trust Company 
and the said bank shall not be required, in any case, to 
make inquiry respecting the application of any instrument 
executed in virtue of this resolution or of the proceeds 
therefrom, nor be under any obligation to see to the appli¬ 
cation of such instrument or proceeds. 

Upon motion duly made and seconded, the following pre¬ 
ambles and resolution were unanimously adopted: 

WHEREAS, the sum of fourteen thousand dollars, 
($14,000.00) is, in the opinion and judgment of the Board 
of Directors, necessary in order to carry on and pro¬ 
mote the business of the corporation, Now, therefore, be it 

RESOLVED, that the proper officers of the company 
be and they are hereby authorized and directed to con¬ 
tract for two separate loans in the sums of $9,000.00 and 
$5,000.00, and to execute and deliver, on behalf of the 
corporation; 

1. Two notes of $2,500.00 each and 4 notes of $1,000.00 
each, dated July 3, 1941, payable to Lillian H. Mayer, six 
months after date, with interest at 6% per annum, and 
as security for the payment thereof, to execute and deliver 
to E. Spencer Fitzgerald and H. Stanley Stine, a deed of 
trust on the Riggs farm property, to be a first lien thereon. 

2. Two notes of $2,500.00 each, dated July 3,1941, pay¬ 
able to N. B. Klein, six months after date with interest at 
6% per annum, and as security for the payment thereof, 
to execute and deliver to Nathan Levin and Jas. B. Evans, 
a deed of trust on the Riggs farm property, to be a second 
lien thereon. 

There being no further business, the meeting adjourned. 
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We, the undersigned, certify that 
the business transacted at the fore¬ 
going meeting was pursuant to the 
unanimous vote of the undersigned. 
Robert G. Weightman 
Robert G. Weightman 
Louis Levick 
Louis Levick 
Jacob N. Halper 
Jacob N. Halper 

159 Minutes of a Special Meeting of 

the Board of Directors of 
Dexter Realty Company, Inc. 

A special meeting of the Board of Directors of Dexter 
Realty Company, Inc., was held at the office of the com¬ 
pany, 1429 L Street, Northwest, Washington, D. C., on 
February 27,1942, at 10:00 o’clock, a.m. 

Present: Robert G. Weightman, Louis Levick and 
Jacob N. Halper, constituting the whole board. 

Mr. Weightman presided and Mr. Halper acted as secre¬ 
tary. 

Upon motion duly made and seconded the following 
resolution was unanimously adopted: 

WHEREAS, the President reported that the company 
had acquired from the Episcopal Home for Children, a 
corporation, the unimproved land known on the tax rec¬ 
ords as Parcel 226/47 in the District of Columbia, and 
that a deed conveying said property has been duly exe¬ 
cuted and delivered to the corporation and recorded on 
February 25,1942, among the Land Records of the District 
of Columbia, at Liber 7727, folio 303, and 

WHEREAS, the Board is of the opinion that the said 
land is necessary and required in order to promote the 
building program of the corporation, it is, therefore, 

RESOLVED, that the action of the officers of the cor¬ 
poration in purchasing said land and obtaining a con- 
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veyance thereof to the corporation, be and the same is 
hereby fully ratified and confirmed. 

There being no further business, the meeting adjourned. 

Jacob N. Halper 

Jacob N. Halper, Secretary 

Louis Levick, President 

We, the undersigned, certify that 
the foregoing transaction was by the 
unanimous vote of the undersigned. 

Robert G. Weightman 

Louis Levick 

Jacob N. Halper 

Jacob N. Halper 

160 Special Meeting of the Board of Directors of 
Dexter Realty Company, Inc. 

A special meeting of the Board of Directors of Dexter 
Realty Company was held at the office of the company at 
1429 L Street, N. W., Washington, D. C., on the 21st day 
of August, 1942, at 10 o’clock, am. 

Present: Louis Levick, Robert G. Weightman and 
Jacob N. Halper, constituting the whole board. 

Mr. Levick presided and Mr. Halper acted as secre¬ 
tary. 

Upon motion duly made and seconded the following 
resolution was unanimously adopted: 

RESOLVED, that Nathaniel J. Taube, be and he hereby 
is designated as general manager of the corporation with 
full power and authority to manage, operate and super¬ 
vise the construction of the eighty-eight (88) housing units 
to be erected by the corporation on the land designated 
and known as Dexter Heights, Talbert Street and Bowen 
Road, S. E., Washington, D. C. and formerly known as 
Parcel No. 226/47, including also the supervision and man¬ 
agement of all matters concerning the financing of the 
project, the regulation of payments under F. H. A. com- 
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mitments and loans, and in general to have full power and 
authority to operate, conduct and supervise the building 
to the final completion. 

Provided, that the authority herein granted shall not 
be deemed to authorize the negotiation of new contracts, 
the change, modification or alteration of existing contracts 
with contractors or others supplying material and labor, 
nor shall it be deemed to authorize the change of any plans 
or specifications or a change or modification of the general 
nature and character of the building project; provided 
further, that all duties imposed herein shall be at all times 
subject to the approval and ratification by the Board of 
Directors, and the duties herein imposed may be changed, 
modified or altered from time to time by the Board of 
Directors. 

AND BE IT FURTHER RESOLVED, that all pay¬ 
ment of money incident to the construction of the said 
dwelling units shall be made by the treasurer of the com¬ 
pany only upon a voucher approved by the said Nathaniel 
J. Taube. 

161 Upon motion duly made and seconded, the fol¬ 
lowing resolution was unanimously adopted: 

WHEREAS, heretofore, in the opinion of the Board 
of Directors, the sum of $425,800.00 was deemed neces¬ 
sary and required in order to construct the 88 housing 
units on the land owned by the corporation and known as 
“Dexter Heights,’’ and now designated on the land rec¬ 
ords of the District of Columbia as Lots 1 to 6, inclusive, 
in square numbered 5807, also Lots numbered 43, 44, and 
45 in square numbered 5869, and 

WHEREAS, the officers of the company, pursuant to 
the needs and requirements of the corporation entered 
into a contract with the W. R. Kelley Company for the 
loan of the aforesaid sum by various lenders, payable in 
six months at the rate of five per cent interest, and there¬ 
after the corporation on August 17,1942, executed and de¬ 
livered its various deeds of trust to trustees named therein, 
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to secure the payment of certain promissory notes repre¬ 
senting the money loaned as aforesaid, all as set forth, and 
in detail, (as to the date of the respective instruments, that 
is to say the notes and deeds of trust, the names of the 
trustees, the amounts of the respective promissory notes, 
the lot and square numbers upon which the said promis¬ 
sory notes were separately secured, and the name, in each 
case, of the party to whom is secured by the said deeds of 
trust), in a certain certificate of title issued by the District 
Title Insurance Company of the District of Columbia in 
their case No. 295,298, a photostat copy of which is filed 
herewith, now, therefore, be it 

RESOLVED, that the action of the officers in negotiat¬ 
ing the said loan, and in executing and delivering the vari¬ 
ous instruments in connection therewith, is hereby duly 
authorized, ratified and confirmed. 

162 Upon motion duly made and seconded, it was 

RESOLVED, that Robert G. Weightman, Vice 
President and Treasurer of Dexter Realty Company, Inc., 
is authorized and instructed to open a deposit account for 
and in the name of this corporation with the Security Sav¬ 
ings and Commercial Bank, District of Columbia and to 
deposit therein funds of this corporation and that said 
account may be drawn on only by check signed in the name 
of this corporation by Robert G. Weightman, Vice Presi¬ 
dent and Treasurer until further notice in writing to said 
Security Savings and Commercial Bank, and the said 
bank shall not be required, in any case, to make inquiry 
respecting the application of any instrument executed in 
virtue of this resolution or of the proceeds therefrom, 
nor be under any obligation to see to the application of 
such instrument or proceeds. 

Upon motion duly made and seconded, the following 
resolution was unanimously adopted: 

WHEREAS, Rose Levin and Louis Levick, stockholders 
have offered to donate to the corporation one hundred 
(100) and 150 shares respectively of their stock, to be 
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used by the corporation for the purpose of acquiring addi¬ 
tional capital for the purpose of carrying out the corpora¬ 
tion’s building program, and, 

WHEREAS, Selma Freedman has offered to purchase 
from the corporation 250 shares of the capital stock for 
$10,000.00 now, therefore, be it, 

RESOLVED, that the corporation receive the donation 
of stock from Rose Levin and Louis Levick, as aforesaid, 
and reissue the same to Selma Freedman for the sum 
of $10,000.00 in cash. 

There being no further business the meeting adjourned. 
Jacob N. Halper Louis Levick 

Secretary President 

We, being the persons who are the 
holders of all the outstanding 
stock of Dexter Realty Company, Inc., 
do hereby ratify and approve the 
foregoing proceedings. 

Louis Levick 
Louis Levick 
Jacob N. Halper 
Jacob N. Halper 
Rose Levin 
Rose Levin 
Selma Freedman 
Selma Freedman 
Robert G. Weightman 
Robert G. Weightman 

163 Minutes of a Special Meeting of the 

Stockholders of Dexter Realty Company, Inc. 

A special meeting of the stockholders of Dexter Realty 
Company, Inc. was held at 6 Heather Avenue, Takoma 
Park, Prince George’s County, Maryland, on the 21st day 
of August 1942, at 9 o’clock a. m. 
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Present: Lonis Levick, Jacob N. Halper, Rose Levin, 
Selma Freedman and Robert G. Weightman, constituting 
all of the holders of all the outstanding stock. 

Mr. Levick presided and Mr. Halper acted as secretary 
of the meeting. 

The waiver of this meeting was presented and ordered 
filed. 

Upon motion duly made and seconded, the following 
resolution was unanimously adopted: 

WHEREAS, heretofore, in the opinion of the Board 
of Directors, the sum of $425,800.00 was deemed necessary 
and required in order to construct the 88 housing units 
on the land owned by the corporation and known as “ Dex¬ 
ter Heights,” and now designated on the land records of 
the District of Columbia as Lots 1 to 6, inclusive, in square 
numbered 5807, also Lots numbered 43, 44 and 45 in square 
numbered 5869, and 

WHEREAS, the officers of the company, pursuant to 
the needs and requirements of the corporation entered into 
a contract with the W. R. Kelley Company for the loan of 
the aforesaid sum by various lenders, payable in six months 
at the rate of five per cent interest, and thereafter the cor¬ 
poration on August 17,1942, executed and delivered its va¬ 
rious deeds of trust to trustees named therein, to secure the 
payment of certain promissory notes representing the 
money loaned as aforesaid, all as set forth, and in detail 
(as to the date of the respective instruments, that is to say 
the notes and deeds of trust, the names of the trustees, the 
amounts of the respective promissory notes, the lot and 
square numbers upon which the said promissory notes 
were separately secured, and the name, in each case, of 
the party to whom is secured by the said deeds of trust) 
in a certain certificate of title issued by the District Title 
Insurance Company of the District of Columbia in their 
case No. 295,298, a photostat copy of which is filed here¬ 
with, now, therefore, be it 

164 RESOLVED, that the action of the officers in ne¬ 
gotiating the said loan, and in executing and deliver- 
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ing the various instruments in connection therewith, is 
hereby duly authorized, ratified and confirmed. 

Upon motion duly made and seconded, the following 
resolution was unanimously adopted: 

WHEREAS, Rose Levin and Louis Levick, stockhold¬ 
ers, have offered to donate to the corporation one hundred 
(100) and one hundred-fifty (150) shares respectively of 
their stock, to be used by the corporation for the purpose 
of acquiring additional capital for the purpose of carry¬ 
ing out the corporation’s building program, and 
WHEREAS, Selma Freedman has offered to purchase 
from the corporation 250 shares of the capital stock for 
$10,000.00 now, therefore, be it 
RESOLVED, that the corporation receive the donation 
of stock from Rose Levin and Louis Levick, as aforesaid, 
and reissue the same to Selma Freedman for the sum of 
$10,000.00 in cash. 

There being no further business the meeting adjourned. 
Jacob N. Halper Louis Levick 

Secretary President 

We, being the persons who are the holders of all the out¬ 
standing stock of Dexter Realty Company, Inc., do hereby 
ratify and approve the foregoing proceedings. 

Louis Levick 
Louis Levick 
Jacob N. Halper 
Jacob N. Halper 
Rose Levin 
Rose Levin 
Selma Freedman 
Selma Freedman 
Robert G-. Weightman 
Robert G-. Weightman 
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165 Minutes of a Special Meeting of the Stock¬ 
holders of Dexter Realty Company, Inc. 

A special meeting of the stockholders of Dexter Realty 
Company, Inc. was held at 6 Heather Avenue, Takoma 
Park, Prince George’s County, Maryland, on the 24th day 
of June 1943, at 10 o’clock a.m. 

Present: Louis Levick, Jacob N. Halper, Rose Levin, 
Selma Freedman and Robert G. Weightman, constituting 
all of the holders of ail the outstanding stock. 

Mr. Levick presided and Mr. Halper acted as secretary 
of the meeting. 

The waiver of this meeting was presented and ordered 
filed. 

Upon motion duly made and seconded the following reso¬ 
lution was unanimously adopted: 

WHEREAS, the sum of $475,200.00 is necessary and re¬ 
quired for the purposes and objects of the corporation; viz: 
to retire and discharge the indebtedness heretofore in¬ 
curred by the corporation on August 17, 1942, in carrying 
out the building program of the corporation, and for the 
purpose of acquiring additional capital to carry out fur¬ 
ther the objects and purposes of the corporation, now, 
therefore, be it: 

RESOLVED, that the Board of Directors be, and they 
hereby are authorized and directed to borrow the sum of 
$216,000.00 from the Life and Casualty Insurance Com¬ 
pany of Tennessee, and to execute and deliver the 40 cer¬ 
tain promissory notes of the corporation in the sum of 
$5400.00 each, payable in equal monthly installments of 
$30.02 beginning August 1, 1942, with interest thereon at 
the rate of 4 Y 2 per cent per annum, full payment to be 
effected within 25 years and to secure payment of the said 
indebtedness, the Board of Directors are further author¬ 
ized and directed to execute and deliver deeds of trust to 
Alan B. Prosise and Joseph D. Eason, trustees, separately 
secured on Lots 44-A to 44-S, inclusive, in Square 5869, 
45-A to 45-D, inclusive in Square 5869, 5-A to 5-1, inclusive, 
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in Square 5807 and 4-A to 4-H in Square 5807, being the 
property owned by the corporation in the District of Co¬ 
lumbia, and be it further 

166 RESOLVED, that the Board of Directors be and 
they hereby are authorized to borrow the further 
sum of $259,200.00 from Shenandoah Life Insurance Com¬ 
pany, Inc. of Roanoke, Virginia, and to execute and deliver 
the corporation’s 48 separate notes each in the sum of 
$5400.00, payable in equal monthly installments of $30.02 
beginning August 1, 1942, with interest thereon at 4 V 2 per 
cent per annum, full payment to be effected within 25 
years, and to further execute and deliver deeds of trust 
separately securing the payment of the said notes to R. S. 
Leftwich, A. G. Decker and J. H. Stadtlar, trustees, on 
Lots 1-A to 1-1, inclusive in Square 5807, 2-A to 2-J, inclu¬ 
sive in Square 5807, and 6-A to 6-K, inclusive, in Square 
5807, being the property owned by the corporation in the 
District of Columbia. 

There being no further business the meeting adjourned. 
Jacob N. Halper Louis Levick 

Secretary President 

We, being the persons who are the holders of all the out¬ 
standing stock of Dexter Realty Company, Inc., do hereby 
ratify and approve the foregoing proceedings. 

Louis Levick 
Louis Levick 
Jacob N. Halper 
Jacob N. Halper 
Rose Levin 
Rose Levin 
Selma Freedman 
Selma Freedman 
Robert Gr. Weightman 
Robert G. Weightman 
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167 Special Meeting of the Board of Directors of 
Dexter Realty Company, Inc. 

A special meeting of the Board of Directors of Dexter 
Kealty Company, Inc. was held at 817 Ninth Street, Wash¬ 
ington, D. C., on the 24th day of June 1943, at 11 o’clock 
am. 

Present: Jacob N. Halper, Louis Levick and Robert G. 
Weightman, constituting the whole Board. 

Mr. Levick presided and Mr. Halper acted as secretary of 
the meeting. 

Upon motion duly made and seconded the following 
resolution was unanimously adopted: 

WHEREAS, the sum of $475,200.00 is necessary and re¬ 
quired for the purposes and objects of the corporation; 
viz: to retire and discharge the indebtedness heretofore 
incurred by the corporation on August 17,1942, in carrying 
out the building program of the corporation, and for the 
purpose of acquiring additional capital to carry out fur¬ 
ther the objects and purposes of the corporation, now, 
therefore, be it 

RESOLVED, that the Board of Directors be, and they 
hereby are authorized and directed to borrow the sum of 
$216,000.00 from the Life and Casualty Insurance Company 
of Tennessee, and to execute and deliver the 40 certain 
promissory notes of the corporation in the sum of $5400.00 
each, payable in equal monthly installments of $30.02 be¬ 
ginning August 1, 1942, with interest thereon at the rate 
of 4:^2 per cent per annum, full payment to be effected 
within 25 years and to secure payment of the said indebt¬ 
edness, the Board of Directors are further authorized and 
directed to execute and deliver deeds of trust to Alan B. 
Prosise and Joseph D. Eason, trustees, separately secured 
on Lots 44-A to 44-S, inclusive, in Square 5869, 45-A to 
45-D, inclusive in Square 5869, 5-A to 5-1, inclusive, in 
Square 5807 and 4-A to 4-H in Square 5807, being the prop¬ 
erty owned by the corporation in the District of Columbia, 
and be it further 
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RESOLVED, that the Board of Directors be and they 
hereby are authorized to borrow the further sum of $259,- 
200.00 from Shenandoah Life Insurance Company, Inc. of 
Roanoke, Virginia, and to execute and deliver the 

168 corporation’s 48 separate notes each in the sum of 
$5400.00, payable in equal monthly installments of 

$30.02 beginning August 1, 1942, with the interest thereon 
at 4% per cent per annum, full payment to be effected 
within 25 years, and to further execute and deliver deeds 
of trust separately securing the payment of the said notes 
to R. S. Leftwich, A. G. Decker and J. H. Stadtlar, trustees, 
on Lots 1-A to 1-1, inclusive, in Square 5807, 2-A to 2-J, in¬ 
clusive, in Square 5807, and 6-A to 6-K, inclusive, in Square 
5807, being the property owned by the corporation in the 
District of Columbia. 

There being no further business the meeting adjourned. 
Jacob N. Halper Louis Levick 

Secretary President 

We, being the persons who are the holders of all the out¬ 
standing stock of Dexter Realty Company, Inc., do hereby 
ratify and approve the foregoing proceedings. 

Louis Levick 
Louis Levick 
Jacob N. Halper 
Jacob N. Halper 
Rose Levin 
Rose'Levin 
Selma Freedman 
Selma Freedman 
Robert G. Weightman 
Robert G. Weightman 

169 Minutes of Special Meeting of Stockholders 

Dexter Realty Company , Inc . 

A special meeting of the stockholders of Dexter Realty 
Company, Inc., was held at the office of the corporation in 
the State of Maryland on the 30th day of October, 1943, 
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at 11 o’clock, ajn., pursuant to waiver of notice signed by 
all stockholders. 

Present: James B. Evans, Nathaniel J. Taube, Rose 
Levin and Selma Freedman, constituting the holders of all 
the authorized and outstanding stock of the corporation. 

Mr. Taube presided and Nathan Levin acted as secretary 
of the meeting. 

The waiver of notice of this meeting was presented and 
ordered filed. 

Upon motion duly made and seconded, the following pre¬ 
ambles and resolution were unanimously adopted: 

WHEREAS, the Board of Directors have advised the 
stockholders that Selma Freedman, the holder of Certificate 
No. 13 for 250 shares of the capital stock of the corporation, 
has offered to sell said stock to the corporation for the fol¬ 
lowing consideration: 21 dwelling units located in the sub¬ 
division owned by the corporation known as Dexter 
Heights, described as Lots two (2) and six (6) in Square 
fifty eight hundred and seven (5807) in District of Colum¬ 
bia, to be conveyed to her subject to encumbrances of rec¬ 
ord (provided that the grantor reserves the right to can¬ 
cel, change or abrogate the covenant that none of the 
property shall be sold to a person of the African race); 
plus the payment to her of the sum of $800 being the ad¬ 
justed amount of a single dwelling which cannot be divided 
in kind, the said real estate and adjusted sum being equal 
to one-quarter of the total assets of the corporation, and: 

WHEREAS, the Board further advises that the value of 
the assets of the corporation immediately remaining 
170 after such purchase is not less than the debts of the 
corporation plus the amount of its issued capital 
stock, and, 

WHEREAS, the Board further advises that the said 
offer will serve the best interests of the corporation and 
should be accepted, Now, therefore, be it 

RESOLVED, that the offer of Selma Freedman, as here¬ 
inabove set forth be, and the same hereby is, accepted, and 
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the Board be and and it is hereby authorized and directed 
to carry out the terms thereof, and, upon consummation, to 
retire the said shares of stock, the same thereafter to have 
the status of authorized but unissued stock of the corpora¬ 
tion. 

, Nathan Levin 

Nathan Levin, Secretary 

We, the undersigned, holders of all the authorized and 
outstanding stock of the Dexter Realty Company, Inc., do 
hereby fully ratify and confirm the transactions recorded 
at the above meeting. 

Selma Freedman 
Selma Freedman 
Nathaniel J. Taube 
Nathaniel J. Taube 
Rose Levin 
Rose Levin 
James B. Evans 
James B. Evans 

171 Minutes of Special Meeting of the Board of 
Directors of Dexter Realty Co., Inc. 

A special meeting of the Board of Directors of Dexter 
Realty Co., Inc., was held at the office of the company, 817 
9th St., N. W., Washington, D. C., on the 30th day of Octo¬ 
ber, 1943 at 10 o ’clock, a.m., pursuant to the call of the 
President. 

Mr. Taube presided and Mr. Nathan Levin acted as Sec¬ 
retary. 

The president presented the resolution of the stockhold¬ 
ers adopted at their meeting held this day, authorizing 
and directing the acceptance of the offer of Selma Freed¬ 
man to sell to the company, the 250 shares of the company’s 
stock held by her, in consideration of the transfer to her of 
21 dwelling units at the subdivision owned by the company 
known as Dexter Heights and the further payment to her 
of the sum of $800, all upon the terms and conditions of said 
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offer, and the Board, upon motion duly made and seconded 
thereupon adopted the following resolution: 

RESOLVED, that, the Board being of the opinion that 
the said offer of Selma Freedman will serve the best inter¬ 
ests of the company, the said offer be and the same hereby 
is accepted and the appropriate officers of the company are 
hereby directed to execute and deliver the necessary deeds 
and other documents and otherwise fully consummate the 
said transaction in accordance with the terms and condi¬ 
tions thereof, as set forth in the resolution of the stock¬ 
holders. 

The resignation of Selma Freedman, as director of the 
company, was presented and accepted by the Board effec¬ 
tive this day. Thereupon, upon motion duly made and 
seconded, Nathan Levin was elected a Director of the com¬ 
pany to succeed Selma Freedman and to serve until the next 
annual meeting of stockholders or until his successor 

172 shall be duly elected and qualified. 

The resignation of Simon S. Freedman as Vice- 
President of the Company was presented and accepted by 
the Board effective this date. Thereupon, upon motion 
duly made and seconded, James B. Evans was elected Vice- 
President to succeed Simon S. Freedman, and to serve un¬ 
til the first meeting of Directors following the annual meet¬ 
ing of stockholders or until his successor should be elected 
and qualified, the said James B. Evans to hold the office of 
Vice-President and Treasurer for such term. 

There being no further business, the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secy. 

173 Minutes of a Special Meeting of the Board of 

Directors of Dexter Realty Company, Inc. 

A special meeting of the Board of Directors of Dexter 
Realty Company, Inc., was held on the 24th day of April, 
1946, at 10:00 o’clock, a.m., at the office of the company at 
817 Ninth Street, N. W., Washington, D. C. 
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Present: Nathaniel J. Taube, James B. Evans and Na¬ 
than Levin, constituting the whole board. 

Mr. Tanbe presided and Mr. Levin acted as Secretary 
of the meeting. 

Upon motion duly made and seconded, the following reso¬ 
lution was unanimously adopted: 

WHEREAS, in the opinion of the Board of Directors, 
it is desirable at this time to sell the real property owned 
by the corporation located in the District of Columbia and 
more particularly described below: 

Nos. 1358,1356,1354,1352,1350,1348,1346,1344,1342 
Dexter Place, S. E.; 1311, 1313,1315,1317,1319,1321, 
1323,1325,1327,1329,1331,1333,1335,1341,1337,1339, 
1343,1345 Dexter Terrace, S. E.; 1340,1342,1344,1346, 
1348,1350,1352,1354,1338,1336,1334,1332,1330,1328, 
1326, 1324, 1322 Talbert Terrace, S. E.; 1321, 1323, 
1325,1327,1329,1331,1333,1335,1337,1339,1341,1343, 
1345,1347,1349,1351,1353,1355,1357,1361,1363,1365 
Talbert Terrace, S. E. 

now, therefore, be it 

RESOLVED, that the President and the Secretary be 
and they hereby are authorized, empowered and directed to 
sell for the best price obtainable, and upon such terms and 
conditions as they shall deem for the best interests of this 
corporation, the certain real property owned by the cor¬ 
poration and described above. 

And be it further 

RESOLVED that the said officers be and they hereby are 
authorized and empowered to enter into such agreements of 
sale as may be necessary to carry out the sale of the 
174 said property and to consummate such sale by exe¬ 
cuting and delivering a deed to the property for and 
on behalf of and under the seal of this corporation. 

There being no further business, the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secretary 
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We, the persons who are the holders of all the outstand¬ 
ing stock of Dexter Realty Company, do hereby ratify and 
approve the foregoing transactions of the Board of Direc¬ 
tors on April 24,1946. 

James B. Evans 
James B. Evans 
Nathaniel J. Taube 
Nathaniel J. Taube 
Rose Levin 
Rose Levin 

175 Minutes of the Special Meeting of the Board 
of Directors of Dexter Realty- Company, Inc. 

A special meeting of the Board of Directors of Dexter 
Realty Company, Inc., was held on the 30th day of August, 
1946, at 10:00 o’clock, A.M., at the office of the company at 
817 Ninth Street, N.W., Washington, D. C. 

Present: Nathaniel J. Taube, James B. Evans and Na¬ 
than Levin, constituting the whole board. 

Mr. Taube presided and Mr. Levin acted as Secretary. 
Upon motion duly made and seconded, the following reso¬ 
lution was unanimously adopted: 

WHEREAS, by resolution passed by the Board of Direc¬ 
tors on the 24th day of April, 1946, the real estate owned 
by the corporation and described as follows: 

Nos. 1358,1356,1354,1352,1350,1348,1346,1344,1342 
Dexter Place, S.E.; 1311, 1313, 1315, 1317, 1319, 1321, 
1323,1325,1327,1329,1331,1341,1333,1335,1337,1339, 
1343,1345 Dexter Terrace, S.E.; 1340,1342,1344,1346, 
1348,1350,1352,1354,1338,1336,1334,1332,1330,1328, 
1326,1324,1322,1321,1323,1325,1327,1329,1331,1333, 
1335,1337,1339,1341,1343,1345,1347,1349,1351,1353, 
1355, 1357, 1361, 1363, 1365 Talbert Terrace, S.E., 

was authorized to be sold, and 
WHEREAS, the appropriate officers of the corporation 
have entered into agreements for the sale of the several 
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properties described above, to various persons upon fixed 
terms and conditions, and, pursuant to the authority vested 
in them, have executed deeds of conveyance covering the 
said prpoerties, according to a statement exhibited to this 
meeting, showing the name of the purchaser, the descrip¬ 
tion of the property, the sales price and other data, now 
therefore, be it 

RESOLVED, that the sale of the said several properties 
by the officers of this corporation, and the execution of the 
necessary deeds of conveyance, and the settlement of 

176 the accounts covering said sales by the said officers, 
be and the same hereby are fully ratified and con¬ 
firmed as the act of the corporation. 

And be it further 

RESOLVED, that said statement as identified above be 
filed with the records of this meeting. 

There being no further business, the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secretary 

We, the persons who are the holders of all the outstand¬ 
ing stock of Dexter Realty Company, Inc., do hereby ratify 
and approve the foregoing transactions of the Board of Di¬ 
rectors on August 30,1946. 

James B. Evans 
James B. Evans 
Nathaniel J. Taube 
Nathaniel J. Taube 
Rose Levin 
Rose Levin 

177 Minutes of a Special Meeting of the Board of 

Directors of Dexter Realty Company, Inc. 

A special meeting of the Board of Directors of Dexter 
Realty Company, Inc., was held at the office of the com¬ 
pany, 817 - 9th Street, N.W., Washington, D. C., on the 
23rd day of May, 1947, at 10:00 o’clock, a.m. 
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Present: Nathaniel J. Taube, James B. Evans and Na¬ 
than Levin, constituting the whole board. 

Mr. Taube presided and Mr. Levin acted as secretary of 
the meeting. 

In accordance with the request of the Security Savings 
and Commercial Bank, a resolution in the following form 
was unanimously adopted: 

RESOLVED, that Robert G. Weightman, the Assistant 
Treasurer of Dexter Realty Company, Inc., is authorized 
and instructed to open a deposit account for and in the 
name of this Organization with the Security Savings and 
Commercial Bank of Washington, D. C., to deposit therein 
funds of the Organization and that said account may be 
drawn on only by check signed in the name of this Organi¬ 
zation by its President or Secretary for Dexter Realty 
Company, Inc., and countersigned by its (Note: This reso¬ 
lution covers a joint account with Home Indemnity Com¬ 
pany which has executed a $20,000. performance bond on 
behalf of the Dexter Realty Company, Inc., and this au¬ 
thorization is subject to the conditions of the said bond, 
insofar as they affect the withdrawals from this account, 
and subject also to an agreement, dated May 23, 1947, be¬ 
tween Dexter Realty Co., Inc., the Home Indemnity Com¬ 
pany and the Security Savings and Commercial Bank, cov¬ 
ering such withdrawals.) until further notice in writing to 
said Security Savings and Commercial Bank, and the said 
Security Savings and Commercial Bank shall not be re¬ 
quired, in any case, to make inquiry respecting the appli¬ 
cation of any instrument executed in virtue of this resolu¬ 
tion or of the proceeds therefrom, nor be under any obliga¬ 
tion to see to the application of such instrument or pro¬ 
ceeds. 

There being no further business, the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secretary 

We, the holders of all the outstanding stock of Dexter 
Realty Company, Inc., do hereby ratify and approve the 
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foregoing transactions of the Board of Directors on May 
23,1947. 

Janies B. Evans 
James B. Evans 
Nathaniel J. Tanbe 
Nathaniel J. Tanbe 
Rose Levin 
Rose Levin 

178 Special Meeting of the Board of Directors of 
Dexter Realty Company, Inc. 

A special meeting of the Board of Directors of Dexter 
Realty Company, Inc., was held at 817 - 9th Street, N. W., 
Washington, D. C., on the 27th day of October, 1947, at 10 
o’clock, a.m. 

Present: Nathaniel J. Tanbe, James B. Evans and Na¬ 
than Levin, constituting the whole Board. 

Mr. Tanbe presided and Mr. Levin acted as secretary of 
the meeting. 

Upon motion duly made and seconded the following reso¬ 
lution and preambles were unanimously adopted: 

WHEREAS, the Board of Directors of the Corporation 
deems it advisable to (1) add to the corporate powers by 
exercising the authority to carry on the business usually 
and customarily carried on by mortgage loan brokers and 
in addition to have and exercise the authority to originate 
and service real estate loans secured by deed of trust or 
mortgage, on its own account, (2) to change the name of the 
corporation from Dexter Realty Company, Inc., to Colonial 
Mortgage Corporation, (3) to increase its capital stock of 
One thousand (1,000) shares of common stock at Ten Dol¬ 
lars ($10.00) each to five thousand (5,000) shares of pre¬ 
ferred stock at Ten Dollars ($10.00) each and ten thousand 
(10,000) shares of common stock at Ten Dollars ($10.00) 
each, making a total capitalization of One Hundred and 
Fifty Thousand Dollars ($150,000.00), (4) and to change 
the voting rights by vesting in the common stock only the 
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power to vote which shall be by majority control instead 
of unanimous control as heretofore provided, and 

179 WHEREAS, the President of the Corporation 
presented to the meeting proposed ARTICLES OF 

AMENDMENT which were read to the meeting and which 
set forth in detail the proposed changes to be made in the 
charter of the corporation, now, therefore, be it 
RESOLVED, that a meeting of the stockholders be and 
the same hereby is called to take action thereon, the said 
meeting to be held in the office of the corporation in Wash¬ 
ington, D. C., on the 27th day of October, 1947, provided 
that waiver of notice of such meeting signed by all the 
stockholders be executed and filed with the records of the 
meeting. 

There being no further business, the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secretary 

Nathaniel J. Taube 
Nathaniel J. Taube, President 

We, the undersigned, holders of all the outstanding 
shares of stock of the corporation, do hereby ratify and 
approve the transactions recorded at the above meeting. 

Rose Levin 
Rose Levin 
Nathaniel J. Taube 
Nathaniel J. Taube 
James B. Evans 
James B. Evans 

180 Minutes of Special Meeting of Stockholders 

Dexter Realty Company, Inc. 

A special meeting of the stockholders of Dexter Realty 
Company, Inc., was held at the office of the corporation in 
the District of Columbia on the 27th day of October, 1947, 
at 2:00 o’clock, p.m., pursuant to waiver of notice signed 
by all stockholders. 
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Present: Rose Levin, Nathaniel J. Tanbe and James B. 
Evans, constituting the holders of all the authorized and 
outstanding stock of the corporation. 

Mr. Taube presided and Nathan Levin acted as secretary 
of the meeting. 

The waiver of notice of this meeting was presented and 
ordered filed. 

Upon motion duly made and seconded, the following pre¬ 
ambles and resolutions were unanimously adopted: 

WHEREAS, by Article 23, Section 28 of the corporation 
law of the State of Maryland, this corporation is authorized 
to amend its charter, and 

WHEREAS, pursuant to such authority, the Directors 
of this Corporation held a meeting on the 27th day of Oc¬ 
tober, 1947, and duly advised that the Charter of the cor¬ 
poration be amended by, (1) adding to the corporate pur¬ 
poses and powers, (2) changing the name of the corpora¬ 
tion, (3) increasing the authorized capital stock by increas¬ 
ing the number of shares and the classification thereof, (4) 
vesting in the common stock the sole authority to vote by 
majority control, and (5) such other changes as may be 
deemed expedient, and 

181 WHEREAS, there was submitted to this meeting 
the proposed Articles of Amendment to be filed with 
the State Tax Commission at Baltimore, Maryland, which 
proposed Articles of Amendment set forth in detail the 
proposed amendments to the charter, now, therefore, be it 

RESOLVED, (1) that the name of the corporation be 
changed from Dexter Realty Company, Inc., to Colonial 
Mortgage Corporation, (2) that the powers to be exercised 
by the corporation be supplemented by authorizing the 
corporation to carry on the business usually conducted by 
mortgage loan brokers, and in addition to originate and 
service real estate loans, secured by a deed of trust or 
mortgage, on its own account, (3) to increase the capital 
stock to One Hundred and Fifty Thousand ($150,000.00) 
Dollars consisting of Five thousand (5,000) shares of pre- 
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ferred stock at a par value of Ten Dollars ($10.00) each, 
and Ten thousand (10,000) shares of comihon stock of a 
par value of Ten Dollars ($10.00) each, such stock to be 
fully paid and non-assessable, (4) to vest in the common 
stock the exclusive voting power and directing that any 
action taken or authorized by the corporation be by the 
affirmative vote of a majority of the common stock entitled 
to vote, and (5) by making such other changes as are set 
forth in the proposed Articles of Amendment, designated 
third, fourth, fifth, sixth, seventh and eighth, all as set. 
forth in the proposed Articles of Amendment, a copy of 
which is ordered filed with the minutes of this meeting, and 
be it further 

RESOLVED that the officers of the corporation be and 
they hereby are authorized and directed to file in the 
182 office of the State Tax Commission of Baltimore, 
Maryland, the Articles of Amendment setting forth 
the changes hereby authorized and effected. 

There being no further business, the meeting adjourned. 

Nathan Levin 
Nathan Levin, Secretary 

We, the undersigned, holders of all the authorized and 
outstanding stock of the Dexter Realty Company, Inc., do 
hereby fully ratify and confirm the transactions recorded 
at the above meeting. 

Rose Levin 
Rose Levin 
Nathaniel J. Taube 
Nathaniel J. Taube 
James B. Evans 
James B. Evans 
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Colonial Mortgage Corporation, Petitioner 
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Appeals from the Board of Tax Appeals for the 
District of Columbia 


CONSOLIDATED BRIEF FOR PETITIONERS 


JURISDICTIONAL STATEMENT 


Appellants Riggs Development Company and Colonial 
Mortgage Corporation 1 each filed in the Board of Tax 
Appeals for the District of Columbia, an appeal (D. C. 
Code 1940, sec. 47-1531) from an assessment by the District 
of Columbia of a deficiency in income tax. After hearings, 


1 Colonial Mortgage Corporation was formerly known as Dexter Realty 
Company, Inc. It engaged in the transactions involved herein under the 
* latter name. The claim of Riggs Development Company presents the 
same question of law. This court permitted consolidation. In this brief, 
the companies are referred to as “Riggs” and “Dexter”. 



the Board affirmed the assessments. Petitioners duly filed 
petitions for review. The facts brings these cases within 
the jurisdiction of this court as prescribed by D. C. Code, 
1940, sec. 47-2404 (a). 

STATEMENT OF THE CASE 

Petitioners are corporations. 

Biggs, in its income tax return for the fiscal year ending 
February 28,1947, reported a gain on the sale of real estate 
held by it for more than two years, which it treated as a 
gain on the sale of capital assets. D. C. Code, 1940, sec. 
47-1506. Dexter, in its income tax return for the calendar 
year 1946, likewise reported a gain derived from the sale of 
real estate held by it for more than two years, which it 
treated as a gain on the sale of “capital assets”, and ac¬ 
cordingly did not recognize these profits in the computa¬ 
tion of its net income. The Assessor of the District of 
Columbia was of the opinion, in each case, that the real 
estate was held primarily for sale to customers in the ordi¬ 
nary course of business and the profits taxable as ordi¬ 
nary income. The Assessor determined an income tax 
deficiency for the years in question in the amount of $7,- 
396.56 plus interest against Dexter and $13,157.54 plus in¬ 
terest against Biggs, of which $13,050.42 plus interest is in 
dispute. Petitioners paid these amounts under protest and 
filed timely appeals. 

The Board found in each case that the properties sold 
by the petitioners were at and prior to the sales thereof, 
held primarily for sale to customers in the ordinary course 
of their trade or business (App. 9-12, 78-84) and concluded, 
as a matter of law, that they were not sales of capital assets 
within the meaning of sec. 6(a) of the District of Columbia 
Bevenue Act of 1939, 53 Stat 1091, (D. C. Code 1940 sec. 
47-1506(a), and accordingly, the gains were subject to the 
income tax imposed by the District of Columbia Bevenue 
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Act of 1939 (App. 12, 84). By its decision it affirmed the 
assessments against both petitioners 2 (App. 15,87). Peti¬ 
tioners appealed. 

The Facts in the Biggs Case 

Riggs was incorporated March 24, 1943 (App. 47-48). 
Its charter conferred broad powers, but the purpose of 
the corporation was to build real estate for investment 
.(App. 29). March 12, 1943, it acquired, by assignment, a 
contract between Brightwood Gardens, Inc., and Colonial 
Investment Company (App. 39-45) for the purchase of an 
unimproved tract of land (App. 21). May 25, 1943, it con¬ 
summated the purchase of the land and paid the purchase 
price (App. 45-46). The original subdivision embraced 96 
lots (App. 20). The 25 lots remaining were later subdivided 
into 20 lots and were not used for building because sewer 
and water connections were not available at the time (App. 
28). This development was under the jurisdiction of the 
War Production Board, which granted priorities for 71 
houses, and application was also granted for insurance 
under Title 603 of the Federal Housing Act for 71 houses 
(App. 33). Construction of 71 houses started July 1,1943 
(App. 20). Thirty-two were completed January, 1944, and 
thirty-nine March 1944 (App. 21). • 

February 2, 1944, petitioner leased to the Government 
Purchasing Commission of the Soviet Union 30 houses, for 
various terms and later revised this agreement November 
2, 1945 changing the duration of the various terms (App. 
48-56). The lessees entered into possession and occupied 
the properties to the end of the terms fixed by the leases 
(App. 21). Later, the remaining houses, were leased to 
individuals. These leases were for various terms of one 


> The assessment against Dexter was reduced by $1,873.69 because of 
the allowance of an item which increased the cost of construction and 
thereby reduced the amount of the gain; a point not involved in this 
appeal. As to the balance, the assessment was affirmed. 
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year or more, including two or three monthly tenancies, 
(App. 57-58). These tenants also continued in possession 
until the houses were sold (App. 21). All the houses were 
disposed of by sale during the period July 9, 1946 to 
October 21,1946 (App. 23). 

Twenty lots, which remained unimproved, were later 
improved and sold in the period September 25, 1946 to 
December 1, 1946. (App. 22). In its return for the fiscal 
year ending February 28, 1947 Biggs reported the gain 
on the sale of the 20 houses as ordinary income, but the 
gain on the sale of the 20 lots was reported as not being 
recognized in the computation of net income (App. 3-4). 

In the operation of the houses rented to the Purchasing 
Commission, Riggs undertook to furnish janitor service 
and coal (App. 23). The outlay was considerably more 
than the cost of operations and the company lost money, 
in one year $1100.00 and in another year $4,000.00, due 
to the increased cost of coal and janitor’s wages (App. 
23). Subsequently, the demand for real estate became so 
unprecedented, and the company, being desirable, from the 
standpoint of earning money from its investment, thought 
it good judgment to sell the real estate instead of keeping 
it for a long term period. The company was of the opinion 
that the construction costs were low and that the real 
estate had risen in value and that more money could be 
made by a sale than by retention of the property for in¬ 
vestment (App. 30). Thereupon, the Board of Directors 
of the company authorized the sale of the property (App. 
27). The 71 houses were sold during the period July 9, 
1946 to October 21,1946 (App. 23). 

All of the 71 houses save three were sold to veterans 
(App. 24). The Colonial Investment Company was paid 
a commission for the sale of these houses (App. 25). 
Biggs did not make the sales itself because it did not 
have a sales organization and was not equipped to handle 
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the sale of real estate as brokers (App. 25). It never 
had a sales organization (App. 26). 

The intention in constructing these houses was for in¬ 
vestment purposes (App. 29-30). Riggs, at the time of 
its organization, owned no other property and was formed 
primarily for the purpose of acquiring the Riggs Sub¬ 
division (App. 32). It at no time contemplated the sale 
of the property until the actual sale. It had no knowledge 
of the future enactment of the GL I. Bill of Rights, nor did 
it know what the market would be in the future. The 
policy was to make annual leases. It maintained no office 
for the management of the property (App. 34-35). The 
only other property that the Riggs Development Company 
owned were the 20 unimproved lots. It engaged in no 
other business, but managing these houses (App. 35). 
It made no effort to sell the 20 unimproved lots (App. 36). 
They were not listed for sale with brokers and no con¬ 
templation of sale ever had. None of the property owned 
by the corporation from the date of its acquisition to the 
date of sale was on the market, nor listed with brokers 
(App. 36). The houses being subject to term leases, there 
was very little likelihood that they could be sold at the then 
state of the market (App. 39). 

In its return for the fiscal year ending Feb. 28, 1947, 
Riggs reported a gain on the sale of the 71 houses as not 
being recognized in the computation of its income tax. 
With respect to the 20 lots, it proportionately allocated 
the gain to land and buildings. On the gain in the sale 
of the buildings as allocated, it treated the profits as net 
income, whereas with respect to the land the gain was not 
recognized in the computation of net income (App. 3 & 4). 

- r 

The Facts in the Dexter Case 

Dexter was incorporated June 27, 1941 (App. 90). Al¬ 
though the charter conferred upon the corporation broad 
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powers (App. 113-116), it was formed solely for the pur¬ 
pose of building, owning and renting houses (App. 96). 

It acquired a large unimproved parcel of land (App. 90-91) 
February 17, 1942 (App. 112). It proposed to finance 
construction of multiple dwelling units by mortgages in¬ 
sured by the Federal Housing Administration but in 1942 
that agency would not finance that type of construction 
(App. 92). During construction, the requirements of the 
War Production Board, which granted licenses for the . 
purchase of critical construction materials, gave a builder 
an option to build for sale at $6,000.00 or to build for rent¬ 
ing, provided he made a statement in an affidavit that he 
would so rent Dexter made due application to F. H. A. 
to build 88 units and in order to get the priorities from 
the War Production Board, which were granted, it agreed 
to rent to migrant war workers who were sent to the 
corporation by the rental agency at that time under the 
supervision of the United States Government (App. 92-93). 
The corporation also agreed to rent at a fixed “shelter” 
rental of $52.50 (App. 93). 

Construction commenced August, 1942 (App. 94), and 
was completed June 24, 1943 (App. 94). Renting of the 
individual houses began April 15, 1943 and by the early 
part of June, 1943, all were rented (App. 106). Renting 
continued at $52.50, although an effort to obtain larger 
rental at $55.00 was made through the office of the Admin¬ 
istrator of Rent Control, but failed upon the objection of 
tenants (App. 95, 113). The property was not offered for 
sale, or sale considered, or houses listed with brokers. 
During the time of the ownership, Dexter owned no other 
property (App. 95-96). 

Considering replacement costs high and the turnover 
great, and with the mounting costs and no relief from the 
A d mi ni strator of Rent Control, Dexter decided to sell. 
At that time, the so-called G. I. Bill of Rights was enacted 



7 


by Congress and the sale of the houses to returning vet¬ 
erans under the act was considered. Application for an 
appraisal by the Veteran’s Administraton was made and 
the price being right, it was decided to sell (App. 96). 

Following the decision to sell, Dexter proceeded to do 
so and the first sale was June 5, 1946 (App. 107). Sales 
continued until August 20, 1946, the date of the sale of 
the last house, except one occupied by the maintenance 
man, which was sold in 1947 (App. 107). Dexter made its 
return for the calendar year 1946 (R. 197-202). It re¬ 
ported a gain of $104,455.28, which it treated as not 
being recognized in the computation of net income. 

During the ownership of the Dexter subdivision, Dexter 
owned no other property (App. 95, 96). Dexter never 
acted as broker and never had any other income except 
from this particular property, either from the rental or 
from its final sale (App. 102). It had no income from any 
other source (App. 102). Dexter during 1946 had two or 
three employees, none of them licensed real estate sales¬ 
men. Rents were collected by Colonial Investment Com¬ 
pany (App. 103-104). Dexter did not engage in the leasing 
of any other property, collect any rents, handle any mort¬ 
gages, write insurance, or do anything that is usually re¬ 
lated to the operation of a real estate office (App. 104). 
Up to the time of the change of name, Dexter owned noth¬ 
ing but the Dexter subdivision houses, collecting and get¬ 
ting the benefit of the rents (App. 105). Upon the sale 
of the Dexter houses in 1946, Colonial Investment Company 
acted as broker and was paid a commission (App. 106). 
The sale of the houses could only have been made with the 
consent of the War Production Board because of their re¬ 
strictions, which applied during the war (App. 108-109). 

No testimony was offered by or on behalf of the District 
of Columbia, Respondent (App. 110). 
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STATUTES AND RULES INVOLVED 

Section 47-1502 (b). 

Tax on Corporations —There is hereby levied for each 
taxable year upon the taxable income from District of 
Columbia sources of every corporation, ... a tax at the 
rate of 5 per centum thereof. 

Section 47-1506 (a) 

No gain or loss from the sale or exchange of a capital 
asset shall be recognized in the computation of net income 
under this chapter. For the purposes of this chapter, 
“capital assets” means property held by the taxpayer 
for more than two years (whether or not connected with 
his trade or business) but does not include stock in trade 
of the taxpayer or other property of a kind which would 
properly be included in the inventory of a taxpayer if on 
hand at the close of the taxable year, or property held 
by the taxpayer primarily for sale to customers in the 
ordinary course of his trade or business. 

STATEMENT OF POINTS ON APPEAL 

(1) The Board of Tax Appeals erred in its finding that 
at and prior to the sales by petitioners of their prop¬ 
erties the properties were held primarily for sale to cus¬ 
tomers in the ordinary course of their trade or business, 
and therefore, not a sale of capital assets. 

(2) The Board of Tax Appeals erred in holding that 
the gains on the sale of petitioners ’ properties were sub¬ 
ject to the income tax imposed by the D. C. Revenue Act 
of 1939. 

SUMMARY OF ARGUMENT 

The gains on the sale of the property of the taxpayers 
under the circumstances of these cases, were not taxable 
as ordinary income, but should properly be taken as a 
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gain on the sale of capital assets and therefore not recog¬ 
nized in the computation of net income. 

In determining the question, consideration should be 
given to WPB and FHA restrictions under which the 
properties were constructed negativing any intention to 
hold them for sale to customers in the ordinary course of 
trade or business. The renting of the properties, espe¬ 
cially under term leases which precluded sale, is a strong 
factor to consider. 

There must be a finding that the taxpayer is engaged 
in business, in which business he holds the property for 
sale to customers, but the facts in these cases foreclose 
this notion; here the taxpayers were engaged in a single 
activity, viz; the management of an investment project. 

But a person in business may nevertheless enjoy the 
benefits of the capital gain provisions of the statute. 

And if the taxpayer is a corporation, it should, under 
proper conditions, have the benefit of the corporate entity 
theory and not be precluded from enjoying the benefits 
of the statute because of the activities of its stockholders, 

ARGUMENT 

The Profits Realized by the Petitioners From the Sale of 
the Real Estate Is a Gain on the Sale of a Capital Asset 
and Not Recognized in the Computation of Net Income. 

Applicable statute, is found in D. C. Code 1940, sec. 
47-1506 (a): 

No gain . . . from the sale ... of a capital asset 
shall be recognized in the computation of net income 
under this statute. For the purposes of this chapter, 
‘‘capital assets” means property held by the taxpayer 
for more than two years . . . but does not include . . . 
property held by the taxpayer primarily for sale to 
customers in the ordinary course of his trade or busi¬ 
ness. (Emphasis added.) 
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Petitioners did not hold the real estate primarily for sale 
to customers in the ordinary course of their business. 
Actually, the petitioners * enterprises consisted of four 
separate and distinct transactions. First, the acquisition 
of the land immediately upon the organization of the cor¬ 
poration, then the construction of the buildings, then the 
renting of the buildings and finally the sale. Dexter built 
88 dwellings; Riggs 71. Until the final sale, which disposed 
of all the dwellings within a short period of time, no effort 
was made to selL No brokers were employed, no selling 
departments maintained, no property listed for sale. 
Moreover, die companies owned no other property, en¬ 
gaged in no other business. Since the commodity it owned 
was real estate, it is significant that it did not engage in 
buying and selling real estate, or notes secured by real 
estate, or handle insurance, or engage in any related busi¬ 
ness. Thus, its activities were consistent with those of 
an investor. 

That Taxpayer Entered Upon a Construction Program 
Under Governmental Restrictions Negatives an Intent 
to Hold Property for Sale. 

As bearing on the question whether the taxpayers in¬ 
tended to hold the property for investment, the situation 
created by the war emergency should be considered. Im¬ 
mediately upon the acquisition of the land by the compa¬ 
nies, emergency legislation was enacted restricting the 
building operations each company proposed to engage in. 

By the National Housing Amendments of (May 26) 1942, 
c. 319, sec. 15, 56 Stat. 305,12 U. S. C. A., secs. 1701-1743, 
the Federal Housing Administration was created. The act 
was designed to stimulate the building of housing accom¬ 
modations by encouraging lenders to loan money on gov¬ 
ernment insured mortgages, and thus providing builders 
with ready construction funds. But the act provided that 
“the mortgaged property shall be designed for rent for 
residential use by war workers”, sec. 1743(b)(2), and em- 
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powered the Administrator to regulate the mortgagor “as 
to rents or sales,” sec. 1743(a). By Executive Order No. 
9070, issued February 24, 1942, (7 Fed. Beg. 12591), the 
functions of the F. H. A. were transferred to the newly 
created National Housing Agency, and the F. H. A. still 
functions. 

It was under regulations of the Administrator that the 
so-called “shelter rents” were fixed. 

Pursuant to the authority vested in him by the First 
War Powers Act of (December 18) 1941, 55 Stat. 838, c. 
593, 50 U. S. C. A. App. sec. 601, the President on Jan¬ 
uary 16,1942, issued Executive Order No. 9024 ( Fed. 
Reg. ), establishing the War Production Board. This 
agency functioned until terminated on October 4,1945, by 
Executive Order No. 9638, (10 Fed. Reg. 12591). 

By the regulations adopted by the Board, essential 
building materials might only be obtained upon license 
of the Board, and the certification by the builder that he 
would abide by the regulations of the Board respecting the 
rent or sale of the houses to be built. In the case of build¬ 
ing for sale, the selling price was fixed; if built for rent, 
the rent was fixed. 

It will be observed that Dexter acquired its land Feb¬ 
ruary 17,1942 (App. 91) and completed the improvements 
June 24, 1943 (App. 94) and that Riggs acquired its land 
May 25, 1943 (App. 45-46) and completed the improve¬ 
ments March 1944 (App. 21). Thus, the operations of both 
companies were carried on during the period of regulation 
by these government agencies. 

The Renting of the Property to Tenants Under Term 
Leases, Negatives an Intent to Hold for Sale 

In the Riggs case, the immediate renting of the houses 
negatives any intent to hold the property for sale to cus¬ 
tomers in the ordinary course of business. Although the 
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last of the houses were not completed until March, 1944 
(App. 21) the company had already entered into a lease 
with the Soviet Purchasing Commission dated February 
2,1944 (App. 48-56) covering 30 houses for terms varying 
from 20 to 28 months. Later the remaining houses were 
leased to various tenants for fixed terms of one year or 
more (App. 57-58). 

These leases precluded sales to individuals, for at 
that time, due to the acute housing shortage and the re¬ 
strictions imposed by local rent regulations, the houses 
could only be readily sold by giving assurance of immedi¬ 
ate occupancy, a condition which the leases precluded. 

On December 28, 1945, Congress amended the Service¬ 
men’s Readjustment Act (G. I. Bill of Rights) c. 588, sec. 
8, 59 Stat. 626-631, 38 U. S. C. A. secs. 694, (a) to (j). 
By Sec. 694 (a), the Veterans Administration guarantees 
a loan to an eligible veteran if the proceeds are to be used 
for purchase of a home at a price equal to the Adminis¬ 
trator’s appraisal. If the seller is willing to sell at the 
appraised value the Administrator guarantees a loan in 
an equal amount, and so the veteran is required to add 
no money to the loan proceeds in order to consummate the 
purchase, thus rendering the houses more readily saleable. 
It was the demand for houses created by this legislation, 
that caused the unprecedented market prompting the tax¬ 
payers to sell. 

The Decision of the United States Tax Court in the Elgin 
Building Corporation Case 

The Board, in its memorandum opinion (App. 13-15), 
finds no evidence sufficient to lead to a conclusion as to 
petitioners’ intentions regarding the continuing to hold or 
the sale of the property after the removal of war time re¬ 
strictions. But the answer is that even in the case of one 
truly an investor, the property is always for sale at a 
price deemed adequate. From this it does not necessarily 
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follow that the property is held primarily for sale to cus¬ 
tomers in the usual course of business. 

But the Board concludes that this original intention is 
not controlling, but only of evidentiary value, the true 
test being whether the taxpayer, at or about the time of 
the sale, held the property primarily for sale to customers 
in the ordinary course of trade; that there is no binding 
Federal authority upon this point, the most nearly analo¬ 
gous cases being irreconcilable with each other, and there¬ 
fore, concludes that the decision that these properties were 
not capital assets is the proper interpretation to give to 
the local statutes applicable. Because the facts in the 
Elgin Building Corporation case closely parallel the facts 
in these cases, they are set forth in some detail. 3 

The cases involved the question whether the gains from 
the sale of certain houses were taxable as ordinary in¬ 
come or capital gains. C. H. Olson and Carl Casey, who 
were in the lumber business, were persuaded by FHA 
officials to build defense homes, in a defense area, the 
officials holding out the possibility of forming small corpo¬ 
rations in order to escape personal liability and the obtain¬ 
ing of priorities. They were advised that housing would 
have to be rental so that workers would not be required 
to buy in order to stay on the job. Three corporations 
were formed expressly to act as a medium to do business 
under Title VI of the National Housing act. The corpo¬ 
rate purpose of the Elgin Company was: 4 . 

. . . the buying, improving and selling real estate; 
of building, selling and leasing residences and other 


8 Memorandum decision of the Tax Court of the United States, Docket 
14049, 14050 and 14051 decided 2-15-48, Elgin Building Corporation, 
An-lo Company, Waco Building Company, No. 49,015, P-H TC memo 
2-28-49. 

4 It is common practice in the formation of corporations, to provide 
broad powers although the corporation proposes to, and actually does 
only, engage in a single enterprise. Although each of these corporations 
confined its activities to the respective subdivisions, the charters con¬ 
tained the usual broad powers (App. 47,114). 
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buildings on such real estate; and of borrowing money 
and encumbering said real estate when improved, and 
of selling and assigning the notes and liens thereon; 
and all such other purposes as are usually incident to 
the real estate and building business; . . . 

The corporate charters of the other companies granted 
substantially similar powers. 

The Court found that under Title VI, NHA which pro¬ 
vided the congressional authority for expediting defense 
housing in this manner and contemplated increasing the 
availability of rental property by authorizing government 
guarantee of loans by private lending institutions up to 
90% of the appraised value, it was the policy of FHA to 
make rather liberal appraisals of properties that met its 
construction requirements. The formula used was to ap¬ 
praise the house as being worth what it would cost an 
efficient builder to construct it, plus a 10% profit on the 
construction, plus the cost of the lot. Usually the amount 
of the loan which was approved paid for the cost of the 
house and the lot so that the taxpayers would get loans in 
amounts sufficient to reimburse them completely for the 
cost of buildings and lots. 

The capitalization of Elgin was $3000, An-lo $1000 and 
Waco $2500. C. H. Olson, Floyd Casey and Carl Casey 
owned all the stock of the three corporations, and respec¬ 
tively held the offices of president, vice-president and sec¬ 
retary-treasurer in the companies. The money was ad¬ 
vanced by the Olson Lumber Company and Floyd Casey. 

The court further found that in order to construct the 
defense housing, it was first necessary to obtain priorities 
for materials from WPB and then buy the lots and sub¬ 
mit location, plans, specifications, etc., to FHA for ap¬ 
proval The practice was for the builder to give a deed 
of trust and notes to lending institutions approved by 
FHA which would then insure the loan. The individuals 
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also had to submit financial statements to'FHA showing 
they were financially able to carry on the construction pro¬ 
gram. 

The court further found that in the applications for 
Preference Rating on Materials Entering into Construc¬ 
tion, Waco agreed to construct to rent at a fixed monthly 
rental to war workers. These applications were approved 
for rental purposes only. In the applications to WPB for 
approval for Residential construction, the builders agreed 
to hold the housing units for rent to war workers at a 
fixed monthly rental and further agreed not to dispose of 
houses except as authorized by General Orders of NHA. 

In 1942, 1943 and 1944, Elgin built 65 houses, Waco 
136 and An-lo 34. From 30 to 40 of these houses were 
furnished. Many of the houses were sold prior to April 
1944 to tenants or to others when the houses were va¬ 
cated. 5 

Later the participants dissolved the corporations, 
formed a partnership, the properties being conveyed to 
Olson as trustee and thereafter to various purchasers. 
A tabulation is set forth showing the dates of completion, 
transfer to Olson, transfer to purchasers and the period 
houses were rented. The various returns of the corpora¬ 
tions and the partnership reported the gain on the sale 
of the several properties, some as capital gains, others as 
ordinary income. In its opinion, the court said: 

“As to these properties and others, which were ad¬ 
mittedly retained and sold by the corporate petitioners 
and not the stockholders, the further issue is whether 
the gain on the sale of the houses was capital gain, 
as petitioners treated it, or ordinary income. Peti¬ 
tioners claim the protection of section 117 (j), Internal 


5 Dexter had the option to build to sell or rent. In either case the 
price or rental was fixed. Dexter chose to build to rent at $52.50 per 
month. (App. 92-93). Since both developments were under WPB juris¬ 
diction (App. 33, 92-93) each was required to prefer war workers as 
tenants. 
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Revenue Code 6 on the ground that this was not prop¬ 
erty held primarily for sale to customers in the ordi¬ 
nary course of their trade or business. 

“We may readily agree that a part of petitioners’ 
ordinary business was the construction of houses for 
rent under FHA regulations and war industry priori¬ 
ties. But the ‘frequency’ and the ‘continuity’, . . of 
their sales of non-rental property persuades us that 
the ordinary course of their business also included the 
construction of houses for sale and not for rent when 
that was permitted by the regulations and priorities 
granted. 

“Under petitioners’ commitments, if a house was 
once rented, it could not be sold unless the tenant exer¬ 
cised his option to purchase or an outsider bought sub¬ 
ject to the tenant’s rights. As to all of those prop¬ 
erties, we agree that this circumstance stamped their 
primary purpose as rental or income producing hous¬ 
ing; and that they were capital assets under section 
117 (j). With respect, however, to the properties that 
were sold without ever having been rented, and mostly 
within very brief periods after completion, we con¬ 
clude that they were held, and in fact produced, pri¬ 
marily for sale, and that gain on their disposition was 
ordinary income. Their number, frequency, and regu¬ 
larity require that conclusion ...” 

There Must Be a Finding That the Taxpayer Is Engaged 
In Business and This Is Tested by the Extent and 
Scope of the Activities. 

Actually, the test is whether the real estate was held by 
the taxpayer primarily for sale to customers in the ordi- 


• Sec. 117 (j) (1). Definition of property used in Trade or Business.— 
For the purposes of this subsection, the term “property used in the trade 
or business” means property used in the trade or business, of a char¬ 
acter which is subject to the allowance for depreciation provided in sec¬ 
tion 23(1), held for more than six months and real property used in 
the trade or business, held for more than six months, which is not (A) 
property of a kind which would properly be included in the inventory of 
the taxpayer if on hand at the close of the taxable year, or (B) prop¬ 
erty held by the taxpayer primarily for sale to customers in the ordi¬ 
nary course of his trade or business. 
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nary course of his business. To reach this deter min ation, 
it becomes necessary to find, (1) that the taxpayer is en¬ 
gaged in business, and (2) that the property is held by 
him for sale in the ordinary course of that business. This 
is so for the reason that a taxpayer may be engaged in the 
real estate business and yet not be precluded from the 
benefits of the capital gain feature of the statute. 

A review of the cases, both District and Federal, in 
which cases, the court, upon considering the nature and 
extent of the activities, determined that the taxpayer was 
engaged in business, discloses activities of an extent and 
scope not found here. 

In Henry J. Robb, Inc., v. District of Columbia, 80 U. S. 
App. D. C. 246, 152 F. 2d 283. There the taxpayer loaned 
money on real estate, managed and rented property, col¬ 
lected rents and sold insurance. Moreover, it engaged in 
the buying and selling of mortgage notes, and the court 
found that lending money on real estate security was part 
of the taxpayer’s trade or business, so that real estate, 
acquired upon a foreclosure of the notes, merely took 
the place of the notes, and therefore the real estate was 
held by the taxpayer primarily for sale to customers in the 
ordinary course of business. 

In Wardnum Real Estate Investment Corporation v. 
District of Columbia, 80 U. S. App. D. C. 248, 152 F. 2d 
285, the court followed the ruling in Robb v. D. C., supra, 
because of an admitted similarity in the facts, but the facts 
in the Wardman case are significant in the light of the 
question before us. The Wardman Company had for many 
years prior to the taxable year, realized substantially all of 
its income from the purchase and sale of real estate mort¬ 
gage notes and from interest collected thereon. During the 
period 1929 to 1937 it had acquired 33 pieces of improved 
real estate by foreclosure. It sold nine in the taxable year. 
Following the ruling in the Robb case, the real estate 
merely took the place of the notes and since the latter 
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were held primarily for sale to customers in the ordinary 
course of business, so with the former. See also Real 
Estate Mortgage & Guaranty Cory. v. D. C*, 1944, 78 U. S. 
App. D. C. 390,141F. 2d 361. 

Here there was one purchase and practically one sale. 
The Dexter houses were sold within the period June 5, 
to August 20,1946 (App. 107), and the Riggs houses within 
the period July 9 to October 21,1946 (App. 23). 

Since sec. 47-1506 (a), D. C. Code 1940, is virtually a 
counterpart of Sec. 117 (a)(1) of the United States In¬ 
ternal Revenue Code, due consideration should be given to 
the judicial interpretations of the Federal income tax law. 
Eastman Kodak Co. v. District of Columbia, 76 U. S. App. 
D. C. 339,131F. 2d 347. 

In Ehrman v. Commissioner , C. C. A. 1941, 120 F. 2d 
607, the taxpayer subdivided unimproved land, and actually 
participated in the operations of selling lots, employing 
agents, fixing terms of sale contracts and deeds and ratify¬ 
ing contracts. The question was how is the status of one 
engaged in a “trade or business” established. It was held 
that the facts necessary to create this status revolved 
largely around the frequency or continuity of the transac¬ 
tions. 

In Snell v. Commissioner, C. C. A. Fla. 1938, 97 F. 2d 
891, the taxpayer bought Florida waste lands from 1910 
to 1913, subdivided it and improved it and sold the lots. 
The business was dormant until the Florida boom of 1923 
to 1927. He maintained an office where he platted sub¬ 
divisions, fixed prices and settled with brokers. He was 
also known as a prominent realtor. Holding he was en¬ 
gaged in business, the court said: (p. 893) 

“He was not reselling land in the condition in which 
he bought it, but was subdividing and platting it and 
sometimes improving it, so as to make wild lands 
into town lots, thus adding the business element of de- 
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velopment. All was done, with such purpose, system 
and continuity as well to constitute it a business.” 

Greene v. Commissioner, 141 F. 2d 645, involves a tax 
liability on income realized from the sale of interests in 
oil and gas leases. The returns treated the profits as 
capital gains. The Commissioner held the property was 
held primarily for sale to customers in the ordinary course 
of the taxpayer’s business. 

It was conceded petitioners were engaged in the trade 
or business of buying and selling oil properties and the 
court stated that the: (p.646) 

‘‘Narrow issue ... is whether or not those . . . 
interests . . were held primarily for sale in the ordi¬ 
nary course of . . . trade or business.” 

The taxpayer testified that “he was always ready and 
willing to sell any property ... if offered a purchase 
price that he considered good, and that at the time he 
acquired each property he did not know whether he would 
hold it for investment or speculation, develop it, sublease 
it, or abandon it.” 

The tax court was affirmed because the court held that 
the inference drawn by the tax court from the evidence 
was consistent with and justified the inference that the 
property was held for sale primarily in the ordinary 
course of business. 

The language of the dissenting opinion commends itself 
because of its logical reasoning: (p. 647) 

“The Tax Court seems to have been influenced in 
its conclusions by its findings that petitioner ‘had . 
some wells drilled over a period of years and is defi¬ 
nitely in the oil business.’ So is The Texas Company, 
but that fact is no proof that The Texas Company is 
holding leases primarily for sale to its customers in 
due course. The law does not intend to deny a real 
estate broker the same privilege in the sale of his 
own land that it allows any other taxpayer who sells 
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his capital assets, unless the selling of his own land 
is his primary business.’ ’ 

In Graver v. Commissioner, 142 F. 2d 363, the taxpayer 
was in the real estate business in the District of Co¬ 
lumbia since 1908, having bought, sold and exchanged real 
estate which had been a substantial part of his business. 
In 1931 he acquired 92 acres and divided 25 acres into lots 
for the purpose of sale. He realized a profit from the sale 
of these lots. Holding that the property was held for sale 
in the ordinary course of his business, the court said: 
(P- 367) 

“It is conceded that he (Gruver) is in the real 
estate business and while this circumstance is not de¬ 
terminative of the question, since the activities of an 
investor may constitute a business and intent on the 
part of the taxpayer to attract customers may prop¬ 
erly be inferred. The purchase of unimproved land 
and the subdivision of it into lots to suit the needs 
of individual purchasers give evidence of this pur¬ 
pose.’’ 

That the Taxpayer Is In Business Does Not, Without More, 
Determine That His Assets Are Held for Sale to Cus¬ 
tomers in the Ordinary Course of That Business. 

These taxpayers were engaged in the business of oper¬ 
ating a housing development for the purpose of producing 
a rental income. The capital assets, consisting of a group 
of individual housing units yielded this income. The oper¬ 
ation of this business constituted the taxpayers’ only busi¬ 
ness activity. In this situation, a conclusion that the assets 
were held for sale to customers in the ordinary course of 
that business, is unwarranted. There is a distinction be¬ 
tween holding for sale, a right enjoyed by every investor, 
and holding for sale to customers in the ordinary course 
of business. 

Brentwood Development Corporation v. District of Co¬ 
lumbia*, D. C. B. T. A. Docket 795, a case in which this 
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Board held a gain on sale of real estate to be nontaxable, 
presents facts somewhat similar to the present case. There 
petitioner made the various conveyances of its land, orig¬ 
inally acquired to carry out its proposed plan to develop 
the tract for a large rental house project, because of finan¬ 
cial stringency, inability to obtain F. H. A. financing or 
inaccessibility of the land to sewer service. There, also, 
the taxpayer neither owned nor sold any other land. Nor 
were its activities of any larger scope than that of the 
petitioners in these cases. 

In Phipps v. Commissioner, C. C. A. 1931, 54 F. 2d 469, 
'income derived from the sale of real estate was held tax¬ 
able as “capital net gain”. Although in this case a tract 
of land was surveyed, cleared, platted into 70 lots, and 
improved by trees, roads, water, sewers and electricity 
and placed with a broker for sale, it was held that the 
owners did not hold the property primarily for sale in the 
course of their business. Observing that the owners had 
nothing to do with the completed subdivision except to at¬ 
tend to the payment of taxes and take in such moneys as 
might come in from sales made through brokers, the 
court said, p. 470: 

“Persons with large incomes of course invest their 
surplus funds in something, and if, to diversify their 
holdings, they buy land, with the expectation of sell¬ 
ing it when a good price is offered, such an expecta¬ 
tion cannot, in our opinion, convert some sales of land 
that had been held for 7 or 8 years to a trade or 
business in real estate. There should be greater con¬ 
tinuity and larger absorption of time in such transac¬ 
tions to make the taxpayers more than investors.” 

In For an v. Commissioner , C. C. A. 1948, 165 F. 2d 
705, it was conceded that the taxpayer was engaged in the 
oil and gas royalty and brokerage business buying and 
selling for others on a commission basis. Some properties 
were also bought in his own name. The property in ques- 
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tion became oil producing and after holding it for the re¬ 
quired period he decided to sell because the oil companies 
changed their method of allocation so as to reduce his 
income. He had never sold a producing property before 
and had never offered this one for sale. The taxpayer’s 
testimony was the only evidence. The Tax Court held the 
gain to be ordinary income. The court in reversing, said: 
(p. 707) 

“Here there is direct and positive evidence from 
the witness who best knows that this property was for 
18 months being held as an investment and not held 
for sale to customers. His testimony is consistent 
with every proven fact. He gives a credible reason 
why it was not for sale and why finally in 1941 he did 
sell it. We think the court’s refusal to follow the 
sworn testimony is contrary to law, and requires the 
setting aside of its fact-finding as it would that of a 
jury.” 

In Pope v. Commissioner, C. C. A. 1935,. 77 F. 2d 599, 
the taxpayers were retired civil engineers and joined oth¬ 
ers to form a syndicate to purchase land. Other tracts 
were acquired and conveyed to a company in trust for the 
syndicate members with full power to manage and sell. 
The company purchased another tract under the same ar¬ 
rangement. The taxpayers were stockholders and direc¬ 
tors of the company. The land was subdivided and sold 
through brokers, and the profits distributed proportion¬ 
ately to their investments. They made returns as capital 
gains but the Commissioner treated them as ordinary in¬ 
come. The taxpayers testified that they put up the money 
to buy the land because they thought it was a good invest¬ 
ment, and not for the purpose of engaging in the business 
of buying and selling lands. The court said, (p. 600): 

“The question is whether a director and officer of 
a corporation, owning a substantial amount of its 
stock out not active in its affairs, is engaged in the 
business in which the corporation is engaged. We 
have been referred to no case holding that he is.” 
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It was held that the taxpayers profits on the sale of 
the lands were taxable as gains derived from the * 4 sale of 
capital assets” and not from the “sale in the course of 
trade or business”. 

In Fah$ v. Crawford , C. C. A. Fla. 1947, 161 F. 2d 315, 
the taxpayer sued to recover taxes paid under protest, the 
Collector having treated gains on the sale of real estate, 
as ordinary income. These are the facts. 

The taxpayer was a lawyer in active practice and had 
no other business. He did not ordinarily buy, sell or deal 
in real estate, for himself or as agent for others. He main¬ 
tained no business office, had no broker’s license or held 
himself out as a dealer in real estate. In 1925 in associa¬ 
tion with others he acquired an unimproved tract of land 
(there was a limited water supply, one street was paved 
and two others graded) which had been platted into 392 
lots. It was purchased as a speculative investment. Title 
was taken in a company known as City Realty Co. Efforts 
to sell through brokers were unsuccessful. Legal title was 
in various corporations, from time to time, all being con¬ 
trolled by the taxpayer and his associates. In 1938 title 
was vested in the individuals, the taxpayer having an un¬ 
divided share. A portion was replatted in 1932. From 
1925 to 1938 it was held for sale as an entirety but there 
were no buyers. 

In 1938 the owners entered into an arrangement with a 
real estate broker and developer. He agreed to build, 
finance through the F. H. A. and sell the lots at retail. He 
was to get a commission of 10% on sales and on lots taken 
by him, a discount of 10%. With the help of the owners 
he induced the city to extend the water supply, and pro¬ 
cured the surfacing of streets in order to meet F. H. A. 
requirements. In 1940 and 1941 the broker bought 37 lots 
which he improved and sold for himself. He sold 58 lots 
to other builders who likewise improved the lots and sold 
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them. The owners did not participate in these transac¬ 
tions, merely receiving the net purchase price and execut¬ 
ing the deeds. The owners did not participate in the 
building operations. The court said: (p. 317) 

“Of course, a person may be engaged in more than 
one business, and may carry on his business through 
others. Carrying on a business, however, implies an 
occupational undertaking to which one habitually de¬ 
votes time, attention or effort with substantial regu¬ 
larity. Merely disposing of investment assets at in¬ 
termittent intervals, without more, is not engaging in 
business, even though some preliminary effort is neces¬ 
sary to render the asset saleable.” 

The opinion notes that the lands, although subdivided, 
were purchased en bloc and that the owners attempted to 
sell them as a whole; that only when this failed did they 
employ brokers. It also noted that the efforts of the tax¬ 
payer to obtain F. H. A. approval was to render the prop¬ 
erty more saleable, just as the owner of an old horuse 
makes a capital asset more attractive for sale by redeco¬ 
rating and landscaping the grounds. They are but pre¬ 
liminary activities. “Here, the taxpayer did not develop 
wild lands into an improved subdivision and sell it off at 
retail, as in many of the cases,” the court says, “In essence 
the taxpayer here has done no more than hold land pur¬ 
chased by him as an investment, qualify it for F. H. A. 
loans so that it would sell, and accept the purchase price 
and execute deeds therefor. . . . This is not enough to put 
the taxpayer into the real estate business. It amounts to 
no more than converting a capital asset into cash.” 

The Activities of the Members of the Taxpayer Corporation 
Do Not Determine the Question 

Some stress is placed upon the independent activities 
of the members of the taxpayer corporations. That a mem¬ 
ber of a corporation has a real estate broker’s license does 
not deprive him of the benefits of the statute, and consid- 
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ering the purpose of the act as stated in Dimigan v. Burnet, 
62 App. D. C. 221, 66 F. 2d 201, the real estate broker is 
not precluded, by reason of the nature of his calling, from 
“ consummating profitable transactions in property bought 
for investment(p. 202) 

“The purpose of the act, by a reduction of the regu¬ 
lar tax rate, was to stimulate consummation of profit¬ 
able transactions in property bought for investment; 
in other words, to expedite sales of property which 
would be otherwise postponed by reason of the high 
rate of taxation. It was anticipated the government 
would be the gainer by increased revenues.” 

Admittedly these men incorporated their enterprise for 
the avowed purpose of securing exemption from personal 
liability. This is a perfectly legal objective and of course 
they paid for this privilege in increased taxes. As was 
said in Elenkrieg v. Siebrecht, 238 N. Y. 254-262: 

“Many a man incorporates his business or his prop¬ 
erty and is the dominant and controlling feature of 
the corporation. He may do so for the very purpose 
of escaping personal liability., and he may do so as a 
cover if in fact the corporation really exists, is doing 
business as permitted by the laws of this state or the 
state of its incorporation, in other words, is a person 
recognized by the law . 91 (Emphasis added) 

To hold that the corporation is engaged in the business 
carried on by the individuals is to deny that a corporation 
is “a legal entity and as such wholly different and distinct 
from its shareholders.” Jones v. Helvermg, 63 App. D. C. 
204,71F. 2d 214. 

While Jones v. Helvering, supra, announces well recog¬ 
nized principles of the corporate entity theory, it has a 
proper place in this inquiry as indicating that the doctrine 
has not been abridged in tax cases. In that case four 
brothers organized a corporation to which they trans¬ 
ferred certain oil properties and cash and also sold to it 
certain equipment for which they were given credit on the 
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books of the company. They drew from the company as 
they would from a bank. In 1917 they had a total credit 
balance of $4,000,000 and agreed to invest this amount in 
government securities. The corporation issued its check 
for $3,000,000 with which bonds were purchased and al¬ 
lotted to the brokers in proportion to their holdings. Each 
received and used the interest according to their holdings. 

At various times the bonds were transferred back and 
forth from the brothers to the corporation, the transfers 
being merely bookkeeping entries which the Board char¬ 
acterized as “wash” transactions made to avoid a state 
tax. In 1921, the brothers again transferred the bonds to 
the corporation and received credit in their accounts for 
an amount equal to the then market value. This amount 
was less than the original cost price and each of the broth¬ 
ers in their returns of net income claimed the loss in the 
sale to the corporation as a deduction. 

The Board did not charge fraud in the transaction but 
merely determined that the transfer to the corporation in 
1921, was ineffective as a sale because, among other rea¬ 
sons, there was “lack of a bona fide intent in arms length 
dealing”, the corporation being made to take the bonds at 
prices over which it had no control. But the court held 
that where the element of fraud is lacking in fact, a tax¬ 
payer “may resort to any legal method avallabie to him 
to diminish the amount of his tax liability”. In granting 
final relief to the taxpayer, the Court said: (p. 217) 

“But it leads nowhere to call a corporation a fiction. 
If it is a fiction, it is a fiction created by law with 
intent that it should be acted on as if true. The cor¬ 
poration is a person and its ownership is a non-con¬ 
ductor that makes it impossible to attribute an interest 
in its property to its members” ... A leading pur¬ 
pose of such statutes (incorporation laws) and of 
those who act under them is to interpose a non-con¬ 
ductor, through which, in.matters of contract, it is 
impossible to see the men behind.” 
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The Gain on the Sale of the Land, Held for More than Two 
Tears, and the Gain on the Sale of the Improvements, 
Held for Less Than Two Tears, May Be Proportion* 
ately Allocated. 

In the Biggs case the land npon which 20 lots were bnilt 
were held hy the taxpayer for more than two years but 
the houses were disposed of by sale within two years. 
The taxpayer allocated the profit of $22,601.15, as follows: 
$19,825.25 to the houses, which it reported as ordinary in¬ 
come, and $2,775.90 to the lots, which it reported as capi¬ 
tal gain. 7 This was proper upon the authority of Dwnigan 
v. Burnet, supra. The facts in that case are as follows: 

Dunigan was engaged in the real estate business pur¬ 
chasing unimproved land and erecting houses which he 
sold in single units. Upon one parcel, which he had held 
for more than two years, he built houses which he sold 
within two years after completion. He reported all the 
profits on the sale as a capital gain. He contended that 
by the common law the improvements become part of the 
land and the two become merged into and become one. 
But the court rejected this contention and affirmed the rul¬ 
ing of the Tax Court, “that so much of the profit as was 
apportionable to the enhancement in value of unimproved 
land was taxable as capital gain, but so much as was attrib¬ 
utable to the houses erected thereon within the two year 
period was not capital gain and was returnable and tax¬ 
able as ordinary income.” 

7 The Board noted the absence of any evidence from which the gain 
on the sale of the lots, as distinguished from that on the sale of the lots 
and houses combined could be determined (App. 12). But such evidence 
would be immaterial in view of the Board's conclusion that the gain on 
both house and lot is ordinary income. 
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CONCLUSION 

In conclusion, it is respectfully submitted that the de¬ 
cision of the Board of Tax Appeals of the District of 
Columbia is wrong and should be reversed. 

Jacob N. Halper 
1511K Street, N. W. 

Charles Kebshenbaum 
Southern Building 
Washington, D. C. 

Attorneys for Petitioners 
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IN THE 


United States Court of Appeals 

For the District of Columbia Circuit 


No. 10,144 


Riggs Development Company, Petitioner, 

v. 

District of Columbia, Respondent. 
No. 10,173 


Colonial Mortgage Corporation, Petitioner, 

v. 

District of Columbia, Respondent. 


Appeals from the Board of Tax Appeals for the 
.-.District of Columbia 


BRIEF FOR RESPONDENT 


PRELIMINARY STATEMENT 

The cases presented here on appeal (Nos. 10,144 and 
10,173) have been consolidated, for the purposes of filing 
briefs and appendices and for argument, by order of'this 
Court entered March 31,1949. For the sake of uniformity, 
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respondent, in referring to those cases, will follow the refer¬ 
ences of “Riggs” (Riggs Development Company, petitioner 
in No. 10,144) and “Dexter” (Colonial Mortgage Corpora¬ 
tion, petitioner in No. 10,173) as used by petitioners in their 
briefs. 


COUNTER-STATEMENT OF THE CASE 

Under the established doctrine that findings of fact of the 
Board of Tax Appeals must be taken as correct unless clear¬ 
ly erroneous/ the only question involved in these cases is 
whether the ultimate findings of the Board of Tax Appeals 
(Finding 12, App. 12; Finding 15, App. 84), which are 
based upon the Board’s findings as to the material facts ap¬ 
plicable to the conduct of petitioners’ real estate business, 
are clearly wrong. None of the other findings of fact has 
been attacked on these appeals (Pet. Br. p. 8). 

In view of the foregoing, respondent adopts the findings 
of fact of the Board of Tax Appeals (App. 9-12, 80-84) as 
parts of its counter-statement of the case and respectfully 
submits that this Court should make its decision based upon 
such findings of fact rather than upon petitioners’ state¬ 
ment of the case (Pet. Br. pp. 2-7) which includes many con¬ 
clusions drawn from portions of the evidence as distin¬ 
guished from the material findings of fact made by the 
Board of Tax Appeals upon consideration of all the evidence 
adduced before it. 

That the Board was clearly correct in its decisions is 
further apparent from the following additional facts: 

(1) The Colonial Investment Company, which the Board 
found to be an affiliate and agent of petitioners Riggs and 
Dexter (Finding 8, App. 11; Finding 10, App. 83), main¬ 
tained its office at 817 Ninth Street, N. W., Washington, 

1 Real Estate Mortgage & Guaranty Corporation v. District oj Columbia, 78 
U. S. App. D. C. 390, 141 F. 2d 361; Connecticut Avenue Cafe v. District of 
Columbia, — U. S. App. D. C._, 169 F. 2d 304. 



3 


D. C. (App. 27). Petitioners had no separate place of busi¬ 
ness, but maintained a mailing address and transacted their 
business at the office of the Colonial Investment Company 2 
(App. 25, 29, 104). 

(2) Nathan Levin and Nathaniel J. Taube were officers 
of petitioner corporations (App. 26, 96) and the latter was 
also an officer of the Colonial Investment Company (App. 
43). In addition, each of the aforementioned individuals 
as well as Carmen Evans was one-third stockholder in the 
Colonial Investment Company. Nathaniel Taube was also a 
one-third stockholder in Riggs and Dexter. Carmen Evans 
was a holder of one-third of the capital stock of Riggs and 
Dexter (App. 26, 29); and Rose Levin, wife of Nathan 
Levin, was a one-third stockholder in both Riggs and 
Dexter (App. 26, 29). Moreover, Nathaniel J. Taube testi¬ 
fied that he had been engaged in the real estate and building 
business since first coming to Washington, D. C., in 1934, 
although he further testified that he kept property “for in¬ 
come’’ (App. 100). 

(3) Petitioner Riggs also engaged in the mortgage loan 
business, when convenient, as is apparent from the fact 
that it accepted second trust notes on certain of the proper¬ 
ties which it sold (App. 24). 

STATUTES INVOLVED 

In addition to the statutory provisions quoted in peti¬ 
tioners’ brief (p. 8), the following provisions of the District 
of Columbia Income Tax Act of 1939, 53 Stat. 1087, c. 367 
(D. C. Code, 1940, Title 47, c. 15) are material: 

Sec. 6(b), 53 Stat. 1091 (Sec. 47-1506(b), D. C. Code, 
1940): 

“(b) Gain or Loss in Assets Other Than Capital 
—Gains or losses from the sale or exchange of 

2 Not the Colonial Mortgage Corporation (Dexter), petitioner in No. 10,173. 
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property other than a capital asset shall be treated 
in the same manner as other income or deductible 
losses, and the basis for computing such gain or 
loss shall be the cost of such property or, if ac¬ 
quired by some means other than purchase, the 
fair market value thereof at the date of acquisi¬ 
tion.” 

Sec. 29(a), 33 Stat. 1100 (Sec. 47-1529(a), D. C. Code, 
1940): 

“Sec. 29(a) Duties of Assessor.—The assessor is 
hereby required to administer the provisions of 
this title. The assessor shall prescribe forms iden¬ 
tical with those utilized by the Federal Govern¬ 
ment, except to the extent required by differences 
l>etween this title and its application and Federal 
Act and its application. He shall apply as far as 
practicable the administrative and judicial inter¬ 
pretation of the Federal income-tax law so that 
computations of income for purposes of this title 
shall be, as nearly as practicable, identical with the 
calculations required for Federal income-tax pur¬ 
poses. As soon as practicable after the return is 
filed the assessor shall examine it and shall deter¬ 
mine the correct amount of the tax.” . 

SUMMARY OF ARGUMENT 

Each petitioner was engaged in the real estate business. The 
real estate sold by each petitioner in 1946 was held by it primarily 
for sale, and was sold by such petitioner to its customers in the 
ordinary course of its business, and gains derived from the sale 
thereof are taxable under Sec 6 of the statute involved, supra. 

The question of whether the real estate was held by petitioners 
primarily for sale to their customers in the ordinary course of their 
trade or business is a question of fact The Board’s findings of 
fact on such question, with respect to each petitioner herein, are 
supported by substantial evidence, are not clearly wrong and, 
therefore, should not be disturbed. 





ARGUMENT 

During and prior to the tax years involved in these ap¬ 
peals, petitioners were engaged in a real estate business. 
Under their respective charters petitioners were authorized, 
among other things, to engage in the general real estate 
business, to purchase, acquire, hold, build, construct, im¬ 
prove, lease, hire and deal in real estate and personal prop¬ 
erty of whatever name and nature. As found by the Board, 
petitioners acquired by purchase vacant tracts of land, 
caused the tracts to be sub-divided into lots, negotiated with 
the War Production Board in order to obtain priorities 
necessary to obtain required building materials and with 
the Federal Housing Authority to obtain financing, erected 
houses, rented and managed the houses through the Colonial 
Investment Corporation, an affiliate, acting as agent, and 
sold the houses to individual purchasers. (App. 9-11; 
80-83). 

The Board thereupon found as an ultimate fact that the 
properties sold by petitioners during the fiscal years in¬ 
volved were, at and prior to the times of the sales thereof, 
held by petitioners primarily for sale to customers in the 
ordinary course of their trade or business (App. 12). The 
Board concluded, as a matter of law, that the sales of peti¬ 
tioners’ properties were not sales of capital assets within 
the meaning of Sec. 6(a) of the District of Columbia 
Revenue Act of 1939, 53 Stat. 1091 (Sec. 47-1506(a), D. C. 
Code, 1940), and that the gains from such sales were sub¬ 
ject to the income tax imposed under the provisions of the 
aforesaid Act (Sec. 47-1502(b), D. C. Code, supra) (App. 12, 
84). By its decisions, the Board affirmed the action of the 
Assessor in these respects (App. 15, 84). 8 


3 As to Dexter, however, the Board concluded that the cost of the properties 
should be increased by $ 23 $ 43-68 so as to reflect the cost of certain necessary 
improvements made to the property and that the gain be reduced by that 
amount (App. 84). '* 
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There can be no doubt but that such a finding is properly 
one of fact, Dobson v. Commissioner, 321 U. S. 231, 88 L. Ed. 
691, 64 S. C. 495; Real Estate Mortgage & Guaranty Cor¬ 
poration v. District of Columbia, 78 U. S. App. D. C. 390, 
141 F. 2d 361; Robb v. District of Columbia, 80 U. S. App. 
D. C. 246,152 F. 2d 283. See also Neils Schultz v. Commis¬ 
sioner, 44 B. T. A. 146; Julius Goodman v. Commissioner, 40 
B. T. A. 22; and A. R. Calvelli v. Commissioner, 43 B. T. A. 
6. In the latter case the United States Board of Tax Ap¬ 
peals (now the Tax Court of the United States) in dealing 
with a question similar to that presented here included in 
its statement of facts a finding that the property was held 
by the taxpayer for sale to customers in the ordinary course 
of its trade or business. 

Under the provisions of Sec. 29 of the District of Colum¬ 
bia Income Tax Act of 1939, supra, the Assessor of the Dis¬ 
trict of Columbia is directed to apply, as far as practicable, 
the administrative and judicial interpretations of the Fed¬ 
eral income tax law in determining liability under that 
District law. 4 In its memorandum in the cases at bar, the 
Board observed that “the applicable portion of the District 
law is the same as the applicable portion of the Federal 
law” but the Board further said that there are no “Federal 
interpretations of the law directly in point and no rulings 
by the Federal authorities seem to have been made in 
similar situations up to this time” (App. 14, 86). Apparent¬ 
ly, but not expressly, relying upon the provisions of Sec. 29 
(a), supra, petitioners cite the memorandum decision of the 
Tax Court of the United States in Elgin Building Corpora¬ 
tion, et al. v. Commissioner (T. C. Docket Nos. 14049,14050, 
14051, dated February 15, 1949) CCH Dec., 16,831 (M). 
There is undoubtedly some similarity between the facts in 
the Elgin case and the cases at bar, but the plain fact is 


4 Sec. 29(a), su - pra . 
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that the Federal law 5 with respect to capital gains and 
losses as it existed during the tax years involved therein 
was not identical with the District law of 1939 pertaining 
to the taxation of sales or exchanges of capital assets even 
though the definitions of capital assets in the two laws 
were somewhat similar. Under the pertinent Federal in¬ 
come tax laws, all gains from the sale or exchange of prop¬ 
erty are subject to taxation whether the property sold be 
“capital assets” or not, while under Sec. 6(b) of the Dis¬ 
trict Act, supra, gains and losses from the sale of “capital 
assets” are not to be recognized in computing a taxpayer’s 
net income under the District Act. 

Thus, although perhaps in error in indicating that the 
Federal and District laws are identical with respect to the 
taxation of capital gains and losses, the Board was correct 
in holding that “there are no Federal interpretations of the 
Federal law directly in point” (App. 14, 86); and the ques¬ 
tion is, as was hereinbefore stated, one of fact for deter¬ 
mination by the Board in the first instance. Once the Board 

5 The phrase “property held by the taxpayer primarily for sale in the course 
of his trade or business”, excluding such property from the definition of “capital 
assets”, first appeared in Federal income tax law in the Revenue Act of 1924.(a) 
The phrase was amended in 1934 by adding thereto the words “to customers” 
and “ordinary”.(b) The pertinent words of Sec. 6(a) of the District Act, 
guprd, are identical with those in the 1934 Federal Act.(c) The definition of 
“capital assets” in the Federal law was again amended in 1938 to exclude 
therefrom, in addition to property covered by the phrase in question, “prop¬ 
erty, used in the trade or business, of a character which is subject to the 
allowance for depreciation provided in section 23 (l)”.(d) Insofar as here 
pertinent, said Sec. 23(1) provided for the deduction, in computing net in¬ 
come, “of a reasonable allowance for the exhaustion, wear and tear of property 
used in the trade or business, * * * ”.(e) Thus, as amended, the definition of 
“capital assets” under Federal law excluded business buildings but not land,(f) 
since, of course, the land is not depreciable property. The definition of 
“capital assets” was again amended in 1942, effective for taxable years be¬ 
ginning after December 31, 1941, by excluding therefrom “real property used 
in the trade or business of the taxpayer”.(g) Said Sec. 23(1) was also amended 
in 1942 (retroactively effeotive for taxable years beginning after December 31, 
1938) to provide for an allowance for depreciation “of property hdld for the 
production of income” in addition to that allowed on “property used in the 
trade or business.”(h) The provisions of Federal income tax law relating to 
sales of real estate used in a trade or business were amended by Sec. 151 (j) 
of the Federal Revenue Act of 1942.(i) The effect of the amendments of 
1942 is explained by Mertens(j) in the following manner: 

“The Revenue Act of 1942 made important changes in the law relating to 
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has made its findings of fact, this Court will not set the 
same aside unless they are clearly erroneous. (See author¬ 
ities cited in footnote 1, supra, p. 2, and District of Columbia 
v. Pace, 320 U. S. 698, 64 S. Ct. 406, 88 L. Ed. 408.) 

Petitioners argue, however, (1) that since they entered 
upon the program of constructing these houses under cer¬ 
tain governmental restrictions, such fact negatived any 
intention on their part to hold the properties for sale (Br. 
pp. 10-11), and (2) that it was not their intention to hold 
the properties for sale since the properties were immedi¬ 
ately rented under term-leases which precluded sales to in¬ 
dividuals, and that it was only after the removal of gov¬ 
ernmental restrictions and the enactment of the Service¬ 
men’s Readjustment Act, facilitating the purchase of homes 
by veterans, that petitioner, prompted by the resulting 
“demand for houses” and the “unprecedented market”, 
decided to sell the houses (Br. pp. 11-12). 

As to these contentions, the Board, in its memorandum 
opinion, stated (App. 13, 85) that the evidence adduced at 

sales and exchanges and involuntary conversions of real estate used in a 
trade or business. Under the law as amended by the 1942 Act real estate 
properties, both land and improvements, held for more than six months 
are treated as ordinary business assets and not capital assets, subject to the 
capital gain and loss provisions. However, upon the sale of such assets, 
if there is a gain, it will be treated as a capital gain with the limitations 
applying to the taxation of capital gains; but if there is a loss, it may be 
taken in full as an ordinary loss against other income. This rule is also 
made applicable in the same manner to depreciable assets used* in the 
trade or business and to gains or losses upon the involuntary conversion of 
property used in the trade or business.” 


(a) Sec. 208(a), Revenue Act of 1924, 43 Stat. 282-263. 

(b) See Sec. 117(b), Revenue Act of 1934, 48 Stat. 714. 

(c) There was no provision in the definition of “capital assets” contained in 
the 1934 Federal Act as to length of time the property had to be held to 
come within the definition. 

(d) Sec. 117(a)(1), Revenue Act of 1938, 52 Stat. 500. 

(e) 52 Stat. 462. 

(f) See 492 CCH, Standard Federal Tax Reports, Par. 865.19. 

(g) Sec. 151(a), Revenue Act of 1942, 56 Stat. 846, U. S. C., Supp. Ill, Title 
26, Sec. 117(a)(1). 

(h) Sec. 121(c), Revenue Act of 1942, 56 Stat. 819, U. S. C., Supp. HI, Title 
26, Sec. 23(1). 

(i) 56 Stat. 846, U. S. C., Supp. IH, Title 26, Sec. 117(j). 

(j) Mertens, Law of Federal Income Taxation, V. 3, Sec. 22.11a, p. 237, 
1949 Supp. • . 
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the trial merely made it clear that petitioners erected the 
buildings with the intention of holding and renting them 
during the period for which the wartime restrictions re¬ 
mained in force, but that the evidence was not sufficient to 
lead to a conclusion as to what the intentions of petitioners 
were in regard to continuing to hold or to sell the properties 
after the removal of the restrictions. The findings of fact 
relative to the foregoing statements by the Board are not 
questioned by petitioners in these appeals. The Board 
added, however, that while the purpose and method of 
acquisition of property has evidentiary value in the deter¬ 
mination of the purpose for which it was held at the time of 
sale, such is not conclusive since the ultimate fact for deter¬ 
mination is whether or not, at or about the time of sale, 
the property was held primarily for sale to customers in 
the ordinary course of trade or business. 

Petitioners also contend that whether or not a taxpayer is 
engaged in the business of holding property for sale to cus¬ 
tomers in the ordinary course of their business is to. be 
determined by a consideration of the “extent and scope” of 
the taxpayer’s activities (Pet. Br. pp. 16-20) and also that a 
mere finding that a taxpayer is engaged in business, with¬ 
out more, is insufficient upon which to make any such .deter¬ 
mination (Pet. Br. pp. 20-24). In support of these con¬ 
tentions, petitioners state that they were engaged in the 
business of operating a housing development for the pur¬ 
pose of producing a rental income, and that this constituted 
“the taxpayer’s only business activity.” (Pet. Br. p. 20). 
This is contrary to the facts as found by the Board, that 
from the time of organization, to and including the tax year 
involved in each case, the petitioners were not engaged in 
any activity except the acquisition, constniction, rentals and 
sales of the property .involved, the financing thereof, and 
other activities incident thereto; and that further, during 
1945 petitioner Riggs acquired notes and accounts receivable 
to the extent of $73,624.50 (Finding 9, App. 11; Finding 12, 
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App. 83). Although the Board did not specify what it 
meant by “other activities”, elsewhere m its hndings it set 
forth as facts upon which it relied that petitioner Riggs 
subdivided the tracts of land which it acquired (Finding 5, 
App. 0), that prior to the construction of the housing units, 
petitioner Dexttr entered into an agreement with the Dis¬ 
trict of Columbia which stated that it would install separate 
sewer and water installations for each individual unit, that 
partition walls would be erected in compliance with the Dis¬ 
trict of Columbia Jtsuilding Code before any subdivision or 
the property was made or any part divided by metes and 
bounds (Finding 4, App. 81-82), and that both petitioners 
negotiated with the War Production Board for construction 
priorities (Finding 4, App. 9; Finding 6, App. 81). All 
these activities constituted engaging in the real estate busi¬ 
ness and established that the properties involved were held 
by petitioners for sale to customers in the ordinary course 
of their business. See Robb v. District of Columbia, supra; 
Wardman Real Estate Investment Corporation v. District 
of Columbia, 80 U. S. App. D. C. 248,152 F. 2d 285; Ehrman 
v. Commissioner (CCA-9), 120 F. 2d 607, cert. den. 314 U. S. 
668; Snell v. Commissioner (CCA-5), 97 F. 2d 891; Greene v. 
Commissioner (CCA-5), 141 F. 2d 645; Gruver v. Commis¬ 
sioner (CCA-4), 142 F. 2d 363; Richards v. Commissioner 
(CCA-9), 81 F. 2d 369; and Carter v. Commissioner (CCA- 
5), 143 F. 2d 296. 

The petitioners also rely upon the frequency and con¬ 
tinuity of the sales of property as the principal test to be 
applied in determining whether or not a taxpayer is holding 
property for sale to customers in the ordinary course of his 
trade or business (Pet. Br. 16-20). However, in an attempt 
to place themselves outside the applicability of this test, 
petitioners refer to the short period during which the sale 
of the houses took place and state that “Here there was one 
purchase and practically one sale.” (Pet. Br. p. 18). Even 
applying this test, however, the plain fact is that, with one 
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exception, 0 all tlie houses were sold to individual purchasers 
(Finding 8, App. 11; Finding 10, App. 82-83) and the cir¬ 
cumstance that these sales were effected within short pe¬ 
riods of time does not the less constitute them individual 
sales. In and of itself, the extent of the taxpayer’s opera¬ 
tions in the real estate business is not controlling on the 
question of whether or not the property is held primarily 
for sale. Amelie M. Staff v. Commissioner (Oct. 31, 1944), 
T. C. Dec., CCH 14216(M). 

' The Board, however, stated (App. 13, 85) that the ulti¬ 
mate fact for determination was whether or not, at or about 
the time of sale, the property was held primarily for sale 
to customers in the ordinary course of trade or business. 
In an attempt to answer this statement, petitioners state 
that even in the case of a true investor, the property is al¬ 
ways for sale at a price deemed adequate, but that it does 
not necessarily follow therefrom that the property is held 
primarily for sale to customers in the “usual” course of 
business (Pet. Br. pp. 12-13). The question of taxation, 
however, must be determined by viewing what was actually 
done rather than by the declared purpose of the petitioner 
(Weiss v. Stearns , 265 U. S. 242,254,68 L. Ed. 1001,44 S. Ct. 
490). Assuming, arguendo r that petitioners were in the in¬ 
vestment business prior to the tax years herein involved, 
it is apparent that during the tax years the properties were 
being held for sale to customers in the regular course of 
their business. This is evidenced by the fact that follow¬ 
ing the removal (on October 15,1945) of the restrictions im¬ 
posed by the War Production Board and subject to which 
petitioners had constructed the houses, and the passage of 
the Act of December 28, 1945, 59 Stat. 628, 38 U. S. C., Secs. 
694,694 (a) to (j) (liberalizing the provisions of the Service¬ 
men’s Readjustment Act of 1944, 58 Stat. 292), which facili- 

6 The one exception was one of the Dexter properties which was occupied 
by the manager of the project, but which was not sold during the tax year 
involved; it was sold, however, in 1947 as soon as petitioner found a place for 
the manager to live. (Finding 10, App. 83). 
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tated the financing and purchasing of homes by veterans, 
petitioner Riggs, acting through its Board of Directors, 
passed a resolution on June 3,1946, authorizing the sale of 
its properties. Petitioner Dexter, acting through its Board 
of Directors, passed a similar resolution on April 24, 1946. 
Pursuant to these resolutions, petitioners immediately sold 
the properties involved herein. (Finding 8, App. 11; Find¬ 
ing 10, App. 82). 

Petitioners also state (Pet. Br. p. 24) that “Some stress 
is placed upon the independent activities of the members of 
the taxpayer corporations”, and argue in regard thereto 
that the activities of the members of the taxpayer corpora¬ 
tions do not determine the question of corporate liability 
under the applicable statute. Petitioners, however, do not 
refer to any finding by the Board indicating that it con¬ 
sidered the activities of the members of the petitioner cor¬ 
porations as bearing upon, either in whole or in part, or 
affecting, the decisions of these cases. Moreover, an ex¬ 
amination of the Board’s findings (App. 9-12; 80-84) fails 
to show that the Board placed any “stress” upon the activi¬ 
ties of the members of petitioner corporations or made any 
finding whatsoever in regard thereto; such matters, there¬ 
fore, did not enter into the Board’s determination of these 
cases. 

In its finding of fact with respect to petitioner Riggs, the 
Board found (Finding 11, App. 12) that there was no evi¬ 
dence adduced at the hearing from which the gain on the 
sale of the twenty lots (acquired by the petitioner as part 
of the tract of vacant land which it subsequently subdivided 
and which remained unimproved until the latter part of 1946 
when petitioner erected individual dwelling houses thereon) 
as distinguished from the gain on the sale of said lots and 
improvements thereon combined could be determined. 

In its income tax return for the tax year involved, peti¬ 
tioner Riggs reported, as ordinary income, a gain of 
$19,825.25 on the sale of the twenty houses, not including 
the lots on which the said houses were located, but reported 
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the gain on the sale of the land as capital gain. The As¬ 
sessor determined that the houses and lots, including the 
twenty houses and lots referred to, were all held primarily 
for sale to customers in the ordinary course of trade or busi¬ 
ness and included the gain on the sale of the twenty lots in 
the deficiency assessment. 

In its brief (Pet. Br. p. 27), petitioner Riggs states that 
it allocated and reported profit on the sale of the twenty 
houses on the authority of Dunigan v. Burnet, 62 App. D. C. 
221, 66 F. 2d 201. That case, however, involved the Federal 
Revenue Act of 1921 (42 Stat. 227, 232), Sec. 206(a) of 
which defined the term “capital assets” as meaning prop¬ 
erty held by a taxpayer for more than two years “for profit 
or investment”. Since that statutory provision differs from 
the provisions of Sec. 6(a) of the District of Columbia 
Revenue Act of 1939, supra, involved herein, the decision 
of the Burnet case is not applicable to the District liability 
of petitioner Riggs. 

In addition to the considerations set forth above, gen¬ 
erally, gains or losses from sales of real property by deal¬ 
ers in real estate have been held to be taxable as ordinary 
income and not as capital gains or losses under Federal law. 
Richards v. Commissioner (1926 and 1928 Acts), supra; 
Ehrman v. Commissioner (1934 Act), supra; Gruver v. Com¬ 
missioner (1938 Act) 1 , supra; Fackler v. Commissioner 
(CCA-6), 133 F. 2d 509; Welch v. Solomon (CCA-9), 99 
F. 2d 41; Harr v. MacLaughlin (D. C. E. D., Pa. 1936), 15 F. 
Supp. 1004; Neils Schultz v. Commissioner, supra; Julius 
Goodman v. Commissioner, supra; A. R. Calvelli v. Commis¬ 
sioner, supra; Charles H. Black v. Commissioner, 45 B. T. A. 
204; McFaddin v. Commissioner, 2 T. C. 395. See also 492 
OCH Par. 865.20 et seq. and cases cited therein, and Mer- 
tens, Law of Federal Income Taxation, V. 3, sections 22.08 
and 22.23 and same sections in 1949 pocket supplement and 
September, 1949, quarterly issue and cases therein cited. 
In this regard, it may be noted that the Board, in its memor- 




andum. opinions in these cases, stated (App. 13, 85) that the 
evidence in the present cases was not such as to justify a 
finding as to the purposes for which the tracts of land, upon 
which the houses were constructed by petitioners, were 
originally acquired. However, even if those purposes were 
known, they would not be controlling on the question of 
whether the property was held primarily for sale. Ehrman 
v. Commissioner, supra; J. 0. Chapman v. Commissioner 
(May 20,1944), T. C. Dec., CCH 14005(M); Alexander Weil 
v. Commissioner (June 3,1944), T. C. Dec., CCH 13973(M). 

; 

CONCLUSION 

The only question presented to this Court in these appeals 
is whether or not the findings of fact of the Board of Tax 
Appeals are clearly wrong. The Board’s findings of fact in 
these cases are not clearly wrong; they are supported by. 
substantial evidence and, therefore, should not be disturbed. 
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